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COMMISSION ON ORGANIZATION OF THE EXECUTIVE 
BRANCH OF THE GOVERNMENT 


(Water Resources and Power Report) 


Part 5—Musele Shoals, Ala. 


TUESDAY, NOVEMBER 1, 1955 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON WATER ReEsourRcES AND PowErR 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Muscle Shoals, Ala. 

The special subcommittee met, pursuant to notice, in the Chemical 
Engineering Building, Tennessee Valley Authority, Muscle Shoals, 
Ala., at 10 a. m., Hon. Robert E. Jones, Jr. (chairman of the special 
subcommittee ) presiding. 

Members present: Representatives Robert E. Jones, Jr., Martha 
W. Griffiths, Henry S. Reuss, and Glenard P. Lipscomb. 

Also present: William C. Wise, staff director; William L. Sturde- 
vant, professional staff member; Robert Morris; and Orville S. 
Poland, general counsel, Committee on Government Operations. 

Mr. Jones. The subcommittee will come to order. 

This is a special subcommittee of the House Committee on Govern- 
ment Operations for the purpose of considering the Hoover Commis- 
sion report on water resources and power and the task force report 
of the Hoover Commission. 

The purpose of our meeting in the Muscle Shoals area is to obtain 
information and comments and the evaluation by the people in the 
area of the Hoover Commission’s various recommendations. 

[I will introduce the members of the subcommittee. 

On my right is Congressman Reuss, a member from the State of 
Wisconsin; Congresswoman Griffiths from the State of Michigan, 
more particularly Detroit. On my left is Congressman Glen Lips- 
comb, of California. 

Of course, we are delighted to be here today. We have a long list 
of witnesses and in order to hear all of the witnesses it is our thought 
to hold the meeting as long as necessary, late into the afternoon or 
maybe in the early part of the night. 

The committee hopes during the course of our stay here, either 
today or tomorrow, to visit some of the physical properties located 
in the Muscle Shoals area, particularly the powerhouse and the elec- 
trical dispatch area at Wilson Dam, and also some of the chemical 
operations, if time permits. 

Our first witness today is the senior Senator from Alabama, Senator 
Lister Hill, the coauthor of the TVA Act, who, through his vision, 
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foresight, and effort, obtained passage of the TVA Act along with 
Senator George Norris, with the approval of President Roosevelt. 
Not only did he sponsor the legislation but he has been its good keeper 
since that time. 

Senator, we are delighted to have you here today and to have you 
review for us your opinions on the Hoover Commission’s recommenda- 
tions which have been submitted to the Congress pursuant to the act 
of 1953. We are delighted to have you, sir. 


STATEMENT OF HON. LISTER HILL, A UNITED STATES SENATOR 
FROM THE STATE OF ALABAMA 


Senator Hi. Thank you, Mr. Chairman, and members of the 
committee. 

May I express to you my thanks for this opportunity to appear 
before you? May I also take a moment warmly and heartily to 
commend you, Mr. Chairman, and the members of this committee, on 
the fine work you are doing. Just yesterday at Nashville you made 
a most shocking disclosure, but a most important one—a disclosure 
that most probably never would have been made, and never would 
have come to light, but for the work of this committee. 

I count as one of the great honors and privileges of of my life the 
fact that I was permitted to serve in the House of Representatives 
for a good many years, and I know the burdens upon you and the 
many demands upon your time. I know the needs for you back in 
your own congressional districts. I think it is a w onderfully fine thing 
that you should take this time to go all over the country in order to 
give to the people an opportunity to express their views on this Hoover 
Commission report, and to bring out the facts which all of the people 
of the United States should have. 

May I say this: We of Alabama are awfully proud that the chair- 
man of the committee is our own Bob Jones. 

Mr. Jones. The Senator always speaks with the voice of authority. 
Thank you, sir. 

Senator Hitt. Thank you, sir. And speaking with authority, may 
I say that we in Alabama know how able and how devoted and how 
tireless and indefatigable Bob Jones always is in working and fighting 
for the people of this valley, and all the people. His presence here 
today in bringing his committe here is another evidence of the out- 
standing and Mnagnificent service that he is rendering as a Congress- 
man from this district t, and which he is rendering to the whole United 
States. 

Mr. Jones. Thank you very much Senator. 

Senator Hitz. Mr. Chairman and ladies and gentlemen of the com- 
mittee, last summer when the Commission on ~ Organization of the 
Executive Branch of the Government released its report on water 
resources and power, I scanned it hastily, and leafed through the task 
force studies on which the Commission’s conclusions were reportedly 
based. I was disappointed and dismayed, if I may say, at the tenor 
of the documents, but the pressure of business then before the Senate 
prevented me from making the careful examination of the text and 
tables which the invitation to appear before your committee prompted. 
The disappointment I experienced when I examined the material in 
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Washington in June was multiplied upon more thoughtful reading in 
October here in Alabama. In fact, I have a sense of outrage now for 
today I am more fully aware of the substance of the documents, the 
intent of the recommendations. 

Mr. Chairman, I come before you to say, and with deep regret, that 
in my judgment ‘the report on water resources and power submitted 
by the majority of the Commission displays such bias and prejudice, 
is based on such misleading data and unsupported dogma, is so little 
informed with a sense of the obligations of public service, that its rec- 
ommendations as a whole should be rejected by your committee, ig- 
nored by the Congress to which the findings were addressed, and 
repudiated by the public. 

In reaching this conclusion I have to some extent followed the prac- 
tice which all of us must adopt when we are confronted with a variety 
of recommendations affecting many programs concerning which our 
information may be incomplete. My judgment of the intent of the 
recommendations in the report as a whole is based on my awareness 
of the impact of specific proposals on one program—one organization 
with which I am closely acquainted, concerned with problems with 
which I am familiar. Ihave tested the recommendations of the Com- 
mission by their effect on TVA. In that context I can judge and 
there I am not misled by the generalities. I can recognize misstate- 
ments about TVA; I can detect prejudice and appraise intent; I can 
separate the slogans of propaganda from sober comment based on 
impartial research. 

My knowledge, may I say, of TVA is not a recent acquisition. : 
was one of the authors of the legislation creating TVA when it wa 
considered by the Congress in 19: 33, and a member of the biaihdieiine 
committee which adjusted the differences between the Senate and the 
House before the measure was finally enacted into law. With my 
colleagues I watched when the President of the United States affixed 
his signature in approval of the measure, and this great TVA under- 

taking ¢ began. 

Ever since, first as a member of the committee having jurisdiction 
over legislation affecting TVA in the House, and in more recent years 
participating in the annual review of TVA’s appropriation requests 
as a member of the Appropriations Committee in the Senate, I have 
been concerned with the problems and the progress of TVA. I am 
the only member of that conference committee of 1933 now a Member 
of the Congress, the only one who can bear witness now to the way 
in which an act of faith stands justified by works. 

For the enactment of the statute creating TVA was an act of faith. 
We created a new type of agency. For the first time in the history of 
Federal legislation relating to resource development a single agency 
in a limited area was told to look at the job as a whole. This had 
never been done before. Then, as now in other river valleys, the 
traditional pattern of F ederal administration divided responsibility, 
encouraged jurisdictional rivalry, increased redtape, assured delay 
and confusion. We are trying to do something about that problem 
when we created TVA, when we gave one agency control of the whole 
river system, and directed it to see the river in relation to the total 
resource base. 
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We made this new agency, as you well know, corporate in form, 
independent of the centralized departments of the Federal estab- 
lishment, and we tried to give the Board authority commensurate with 
its responsibilities, so that its fidelity and competence could be judged 
by results. We authorized the Board to acquire the land the program 
required, to purchase its own equipment and to negotiate its contracts. 
We told the Board to select its own employees and to establish their 
rates of pay. We wanted the Board to be able to control its costs, 
manage its schedules, and be itself responsible for all its acts. We 
permitted TV A to sue and be sued in the courts. 

We were uneasy then, as now, about the dangers of administrative 
centralization. We recognized that too many decisions had to be made 
in Washington by men remote from the problems and far from the 
people their decisions affected. Se we determined that in the case 
of TVA the power to decide would be placed in the field, here in the 
valley, and in the law we directed the Board to establish its head- 
quarters away from Washington and in the region it was to serve. 

All this was new in Federal legislation. We had faith that it would 
be successful. We had dreams, in a time when dreams were needed, 
of the benefits that such a program and such an agency might achieve 
for the people of this region and the Nation. We could not be certain 
of results, because such a plan, as I said, had never been tried before. 
We set up objectives in the act and laid down the general policies to 
be followed, but we did not intend that Congress or other branches 
of the executive department should interfere with the day-to-day de- 
cisions of the management of TVA. One thing we made crystal- 
clear. Like a watermark on every page of the statute, the basic intent 
of the act is plain. The objective of the TVA was not simply to create 
a navigation channel, to control the floods of a capricious river, nor 
to furnish low-cost power to the people. No project and no program 
was to be considered an end in itself. The objective of the TVA 
Act was to build a region, to expand the economic opportunities of the 
people, to the end that the region and the Nation might be stronger 
and so more free. If we were successful in this area, if this new 
device for the administration of the Federal functions in the field of 
resource development proved to be effective, we hoped that other rivers 
and other regions might reap the benefits of the pioneering program 
undertaken in this vz illey. 

The enactment of the TVA statute was a milestone in Federal-re- 
source legislation. Yet nowhere, no place in the report of this Com- 
mission do I find any analysis, or any appraisal of the magnificent 
record of more than 20 years. Some of the very problems of adminis- 
tration which we were endeavoring to solve when we created TVA are 
discussed. The Commission deplores the confusion created when a 
multiplicity of plans with a variety of objectives are presented for the 
same water resource. (Commission Report, vol. 1, pp. 12, 16, 32-33; 
see also Task Force Report, vol. 1, pp. 65-74, 186-189, vol. 2, pp. 799- 
800, 826-829.) It recognizes the frustration and the chaos which 
result when separate agencies, with different objectives, responsible 
to diverse managements, compete for public support and public funds 
in the development of the same resource in the same river basin. But 
no mention is made of the brilliant record of TVA, the single example 
in the Nation of what can happen when one agency is created to de- 
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velop and to execute a unified plan for a whole river basin, when 
decisions are made in the field, when responsibility is fixed, when one 
management can be held accountable for results. 

The results, ignored by the Commission, are magnificent. No river 
in America serves the people so completely as does the Tennessee, 
every hour in every day. The seasonal menace of floods is almost 
forgotten in this valley—for the people know that in time of peril the 
river will be controlled by this system of majestic dams, silent guard- 
ians of their safety. This chastened river has become a familiar high- 
way for commerce between regions, and the force of its flow is use- 
fully employed. It provides electric energy for the people to use on 
their farms and in their homes, energy they were denied before the 
TVA was brought into being. A unified plan has transformed the 
river into a chain of beautiful and productive lakes. It has promoted 
the prosperity of the people, added to their security, multiplied their 
resources for enjoyment. It has brought new beauty to the valley. 
It has brought strength to the Nation. 

Those are great achievements. Yet they are ignored by the Com- 
mission, which recommends instead a stifling multiplicity of boards 
and commissions to meet the problems inherent in the piecemeal 
approach to resource development. The Commission ignored the 
TVA experience; the task force went even further. The task force 
would destroy TVA, nullify its charter, dismember its organization, 
obliterate its record from the annals of our national experience. It 
bleakly recommends that the “miscellaneous nonpower activities of 
TVA” (Task Force Report, vol. 1, p. 96) be turned over to other 
agencies—the very agencies, I assume, whose performance in other 
river basins creates the problems cited by the task force and the Com- 
mission in the same report. ‘Those miscellaneous activities, gentlemen 
of the committee and my good friend from Michigan, are not insignifi- 
cant. In addition to navigation, and to the control of floods, they in- 
clude the program of chemical research carried on in this very building 
where we meet today, and large-scale experiments in the production of 
fertilizer and its use on the land—experiments that have been carried 
on in a majority of the States of the United States. 

A broad program for the conservation and the development of the 
region’s important forest resource is abruptly proposed for extinction 
by the task force. A pioneering program in providing technical 
information for communities to use as they strive to meet local flood 
problems, and a small watershed development plan of great promise— 
these would be terminated, without appraisal of their benef its, their 
methods, or any comparison of their Pe with the costs of other pro- 
grams. The wishes of the people of the area have not been considered 
in this liquidation program. Economy is not a factor, for I think it 
could be established that the dollars invested in this valley have paid 
richer dividends for the people than the vaster sunis expended in other 
river basins over many years. 

I differ from the task force. I believe that TVA, as agency for 
the decentralized administration of Federal resource- development 
functions, should continue in this region to be a pilot plant of progress 
for the Nation. 

It is true that the majority report of the Commission did not adopt 
and embody in its recommendations all the proposals of the task force 
affecting TVA—although it ordered the studies printed at public 











786 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


expense for public confusion—and quoted the task force extensively 
in its own report, without omer yal. It did not adopt the specific 
program developed by the task force to achieve the liquidation of the 
TVA power system. But it did approve a number of general pro- 
posals, any one of which would be suflicient to achieve the lethal objec- 
tive more clearly acknowledged by the task force. 

As I sought to discover the source of the fatal decision with respect 
to TVA, I found the hierarchy set up by the Commission somewhat 
confusing. There appear to have been task groups subordinate to 
the task force which itself reported to the Commission, which in turn 
had an independent staff. From my examination of the documents, 
it appears that the judgment of task group A, composed of six indi- 
viduals, may have established the creed to which the parent groups 
later subscribed allegiance. I cannot be sure, but I think this is clear. 
Task group A asked itself this question : 

(1) Is it now and in the foreseeable future socially desirable that the central 
Federal Government, rather than private persons, local groups, or local govern- 
ments, undertake the business of supplying a commodity in necessary daily use, 
like electric energy, to any locality or area in the Nation? (Task Force Report, 
vol. 2, p. 288.) 

And group A records its reply: 

Group A believes there is substantial agreement in this country that it is not 
socially desirable (Task Force Report, vol. 2, p. 288). 

By the time the task force considered this interesting dialog, the 
“belief” expressed by the little task group had grown into accepted 
dogma. The task force said (p. 10, vol. 1, Task Force Report) : 

Since there is no present or prospective necessity for Federal power devel- 
opment to overbalance the social undesirability of continuing such activities, 
the task force finds that they are not essential Federal activities. 

This assumed “social undesirability” is apparently the basis for 
liquidation. I seek always to bea humble man, and I know I am often 
mistaken. But I venture to suggest that the dogmatic assertion that 
public power projects are “socially undesirable” is unsupported by 
the ovidine, and I think the “substantial agreement” assumed by 
Task Group A may be somewhat illusory. With all the force and 
earnestness I can command, I want to register my disagreement with 
the thesis of the task group, the pronouncements of the task force, and 
the recommendations of the Commission. 

I believe in TVA. I believe in its objectives. I believe that the 
performance of every power system in this Nation should be judged 
as TVA is judged, by the extent to which it serves the public. I be- 
lieve that people everywhere should have an abundant supply of power 
at the lowest rates possible for their supplier to achieve, and under 
honest, prudent management which accepts its basic obligation to the 
aoe I believe that public projects, and specifically the TVA, have 
ielped, not harmed, the private power companies. 

By their demonstration they have shown that public service need 
not be incompatible with a reasonable return on power investment. 
They have taken the risk out of the low-rate high-use policy which 
private companies were too timid to adopt as a standard, but which 
the Nation required for its development and the people needed to 
maintain a decent standard of living. I do not think the TVA power 
system is “socially undesirable.” 
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Because I do not start from that position, I need not consider the 
remedy for that unhappy condition proposed by the Commission. 
For it appears that a cure for the malady of “social undesirability 
in power systems has been discovered. It is clear from the discus- 
sions in these reports that whatever the task force may think, the 
Commission believes that if the rates of public power systems were 
raised to equal, or better to surpass, the rates of private power com- 

anies, the stigma of “social undersirability” would be removed. ' 

That, Mr. Chairman and members of the committee, is what this 
whole report is about. You can forget the misleading tables. You 
can ignore the exhausting text. You need not worry, as I worried 
when I studied the reports, about specific misrepresentations, faulty 
reasoning, contradictory data, or slippery syllogisms. Only one thing 
is clear. The Commission is in favor of raising the rates at which 
electric energy is delivered to consumers, all consumers, everywhere. 
They would raise the rates of public projects first, knowing that as 
surely as night follows day, the rates of private companies will soar, 
and once more the price of electric service from the giant private 
monopoly will be based on the judgment of its managers as to what 
the traffic will bear. 

This point of view is basic to all the documents presented on the 
subject of power. To me it is profoundly shocking that the Com- 
mission fails to see the vital relationship between an adequate supply 
of power at reasonable cost and the welfare of the people of the United 
States. Nowhere is it recognized that upon the availability and the 
cost of power, America’s capacity to produce depends in peace or 
war. Nowhere is it pointed out that the standard of living of the 
people is determined by the price demanded by their power supplier 
for the delivery of electric energy to their farms and to their homes. 
Mr. Chairman, the availability and the price of power determines 
whether a man can follow farming practices which will conserve 
the soil’s fertility for his children and for the Nation. It affects 
the distribution of population and the public health. It limits the 
degree to which the housewife’s toil is lightened, and numbers the 
hours available to men and women for rest, for learning, and for 
recreation. 

A long history is forgotten when the task force writes: 

The test of conformity with “sound business principles” means that the sale 
of the actual or potential power should be at rates comparable to those charged 
by investor-owned utilities. 

And the story of TVA is a part of that history. It is a history 
of the growing awareness of the importance of power to our national 
life, an account of the rapid growth of a monopolistic industry, and 
the slow development of devices intended to assure that an expand- 
ing concept of service to the people would keep pace with the oppor- 
tunity for vastly increased profits. The policies written into the 
TVA Act began a new chapter in that national saga. They forecast 
a future of more enlightened power system management, a higher 
standard of public service. We did not tell the Board of TVA to 
fix its rates at a level “comparable” to the rates of any other power 
system. We did not expect them to strive for profits first, and public 
service last. 

Mr. Joners. Senator, may I interrupt at that point? 

Senator Hinz. Surely. 
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Mr. Jonzs. Do you recall recommendation No. 9 of the Hoover 
Commission, where in order to make electric rates uniform through- 
out the country they provide that it would carry the highest rate of 
the highest-priced utility : 

Senator Hitz. That is right. We take it up to the peak price for 
electric energy. That is the recommendation, Mr. Chairman, and 
that is what this report isall about. You destroy the yardstick and 
raise these rates and get them up, as the chairman has said. 

Mr. Jones. The Commission says: 


To eliminate the inquities now imposed on the great majority of the people. 


That is prefaced by a discussion of the alleged loss being incurred by 
the people because of the fact that we have a public-power agency 
disposing of electric energy generated at a federally owned plant at 
a price that is giving a fair return on the invested tax dollars in 
that project. Yet to make the rate uniform—as the Commission 
says, to eliminate those eee that might exist between a high- 
priced utility company and a low-priced one—the only way you 
could equalize the opportunity for the sale and distribution of energy 
is to bring them all to the highest price of any utility that is oper- 
ating throughout the country. 

Senator Hitz. That is right. Bring it all to the highest price, 
as the chairman so well says. 

I was going to address myself to that particular point in just 
a few moments, but I am delighted that the chairman gave emphasis 
to this point, because what the chairman has said summarizes the 
whole story of this report. 

TVA was directed to establish its power rates at levels which would 
promote the increased use of electricity, and particularly on farms 
and by the domestic consumer. We told them to cover estimated 
costs of power production in the rates, but in the beginning we did 
not know—no one knew—what the actual costs would be. The cost 
of providing power to domestic consumers was veiled in mystery by 
the private-power industry and in this area there was no program 
of rural electrification to use as a guide. In fact, I might say there 
was no area of rural electrification anywhere in the United States. 

Mr. Jonrs. Do you know how many rural farms in the Eighth 
District of Alabama had electric energy ¢ 

Senator Hix. It was down to about 3 percent, as I recall it. 

Mr. Jones. Outside of a transmission line going to a gin there 
were 18 farm homes in the Eighth Congressional District that were 
served with electric energy, except those that were tied to a line fur- 
nishing either an industry or a gin. 

Senator Hitz. And today you have practically all of them. 

Mr. Jones. About 95 percent. 

Senator Hii. About 95 percent. 

The private-power companies then operating here gave us no en- 
couragement. In fact, I might interpolate there by saying as a 
member of a House committee we had representatives of private- 
power companies appear before us and we said to them, “Why don’t 
you take your power out to the rural customers in the farm homes 
and churches and communities?” The answer was that it could 
not be done. “Such a scheme as that would even break the Treasury 
of the United States. There was not enough money in the Treasury 
of the United States to do that job.” 
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Mr. Jones. Did not Herbert Hoover say that in his message vetoing 
the TVA Act? 

Senator Hirx. In his message. There was no demand for that 
power. There was no market for that power, and nobody wanted it. 

He did not realize the future strength of this Nation depended. So 
largely on the development of power. The private power companies, 
as the chairman suggested, were dedicated to an economy of scarcity. 
Their resources and investment would be wasted and we would be 
pouring our money into a rathole down here. 

The private power companies then operating here gave us no en- 
couragement. ‘They were dedicated to an economy of scarcity. Their 
representatives appeared before committees of the Congress con- 
tending that this region could not use more power than the companies 
were then supplying. They claimed a surplus of capacity existed 
then, that additional developments would stand idle, that the proposed 
investment would be wasted. 

We listened to their prognostications of disaster, and we knew we 
had to discover the truth by doing the job, and by taking full repon- 
sibility for what would happen to a region and to a power system’s 
earnings when service to the people was ‘accepted as a basis for opera- 
tion, and power production was seen as a tool for regional development, 
not just an opportunity for priv: ate profit. 

We have found out. In 1933, when TVA began, the present power- 
service area provided a capacity of 814,500 kilowatts to serve the re- 
quirements of the people, and the experts of the private companies 
said it was more than enough. Fewer than 3 percent of the farms 
and rural communities had any electric service when company officials 
were assuring us that the people of the region had all the power they 
could use. 

At the very time they testified, the average use of electricity by the 
domestic consumer in this region was about 600 kilowatt-hours a year, 
for which the householder paid an average of 5.7 cents per kilowatt- 
hour. ‘Today the same area’s capacity has reached a total of almost 
9 million kilowatts, and the number of its electricity consumers has 
grown from the 225,000 served by the private companies to 1,400,000 
who receive their power from TVA. Ninety-three percent of the 
region’s farms enjoy electric service now instead of the scanty 3 percent 
who were served in 1933, and last year—think of this—the rural cus- 
tomers on this system consumed over a billion and a half kilowatt- 
hours, as much power as the whole region used in the days when it 
relied upon private power companies to meet the people’s require- 
ments. The average electricity used by domestic consumers has al- 
ready risen from 600 to 5,000 kilowatt-hours a year, as the cost has 
been reduced from an average of 5.7 cents to 1.30 cents per kilowatt- 
hour. 

Lower costs, abundant use: these are the tests of service to the 
people. TVA has met these tests. At the same time it has given us 
proof that the adoption of such standards of service need not result 
in the financial ruin so solemnly predicted by the private companies. 
Consumers of power produced by TVA have provided revenues to 
TVA which have covered all the costs of operation, including straight- 
line depreciation, and a return on the actual investment required to 
serve them. This is the yardstick the Commission would now destroy. 
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The Commission would destroy the TVA power system, not by the 
sale of its facilities as the task force recommends, but by ending its 
efficiency, increasing its costs, and raising its rates to a level designed 
to limit and to put an end to use. The objective of the Commission 
is to raise TVA rates, and the recommendations, taken singly or as a 
whole, would be successful. First, the Commission develops devices 
to raise the actual costs of operation. The addition of steam capacity 
by TVA is interdicted. The Commission is not against the generation 
of electricity by steam for the use of TVA’s consumers. Not at all. 
Its disapproval is limited to low-cost steam generation. As an al- 
ternative construction by TVA, the Commission would require the 
agency to meet the needs of its consumers by the purchase of power 
from steam plants to be constructed by private power companies out- 
side the region. This, Mr. Chairman, as we know, is a portion of the 
Wenzell plan, developed by Mr. Adolphe Wenzell, longtime vice presi- 
dent of First Boston Corp. and sometime consultant of the Bureau 
of the Budget, for the destruction of TVA. This is, in part, the 
Dixon-Yates proposal. This is a scheme to take from the Board of 
TVA the responsibility we gave it in the statute—responsibility to 
control its costs. Under the recommendations of the Commission pri- 
vate power companies, not TV A, would begin to control the costs and 
therefore the rates which TVA’s consumers would be required to pay 
for the electricity they use. 

Mr. Jones. Senator, let me ask you a question at that point. 

Senator Hinz. Yes. 

Mr. Joners. If the proposal you have just discussed were to come 
into being, would it not jeopardize the Federal investment in the 
properties now held by the TVA ? 

Senator Hitt. Why, of course it would, because it would jeopardize 
and defeat the success of TVA and, in doing that, it would defeat the 
TVA properties, the title to which is in the Government of the United 
States. The Government owns all of these properties. 

Mr. Jones. The Commission was created for the purpose of pro- 
moting efficiency and economy in the Government. 

Senator Hitt. That is correct. That was the purpose Congress 
had in mind. 

Mr. Jongs. So it would defeat the purpose for which it was created. 

Senator Hitx. That is true. 

Mr. Jones. By making that recommendation. 

Senator Hitt. That is right. 

Mr. Jones. It would place in jeopardy all of the Federal dollars 
invested in Federal properties held by TVA or any other agencies 
or bureaus of the Government engaged in the generation and trans- 
mission of electric energy. 

Senator Hitt. That is right. Ina minute I shall come to emphasize 
that to show how much it would cost the taxpayers in the purchase 
of power, not only from TVA but private power companies. 

Mr. Chairman, if a power system is to Seay costs down it must be 
managed by men who ctiows that economy is possible, that efficiency 
is essential, that low power costs are important to achieve. Projects 
must be located, they must be designed and built, they must be oper- 
ated with a view to providing power for the people to use at the 
lowest possible cost. That single recommendation, denying to the 
power consumers of this area a continuation of TVA’s admirable 
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record in reducing the cost of power generated at steam plants, is a 
sentence of death 1 to the objective of the statute creating TVA. 

But the Commission is prolific with additional ideas. “Further ree- 
ommendations are put forward. It is recommended, for example, 
that TVA should be required to turn the revenues collected from its 
consumers directly over to the Federal Treasury and rely upon the 
annual appropriation of funds for the expenses of its power opera- 
tions. I shall not take the time of this committee to discuss this 
recommendation here, except to comment that the members of the 
Commission must have known that no power system anywhere could 
operate in such a manner. 

Mr. Jones. At that point, Senator, do you realize that the Com- 
mission overlooked the fact that the annual budget is presented to the 
Congress, and TVA makes an accounting of their disbursements in 
a most meticulous manner to the Congress, showing the disburse- 
ments of all the funds used by the Tennessee Valley ~ Authority d 

Senator Hitz. May I say to the distinguished chairman, as he and 
the members of the committee so well know, the House Appropri- 
ations Committee goes over these appropriations of the TVA. They 
go over the performances of the TVA. If you read the hearings just 
n the last session—— 

Mr. Jones. And it goes to the Bureau of the Budget. 

Senator Hinu, It goes to the Bureau of the Budget before it goes 
to Congress. I may say that I am a member of the Senate Appro- 
priations Committee. 

Mr. Jones. Why would the Commission put added difficulties on 
the TVA which are not suggested for other agencies of the Govern- 
ment ? 

Senator Hitxu. I think the chairman knows why. It is just one 
more effort to bring about the destruction of the TVA. Just as the 
House Committee on Appropriations goes over these appropriations 
and performances and the workings and doings of the TVA—I hap- 
pen to be a member of the Senate Committee on Appropriations and 
I know that there we once more go over all of these questions involv- 
ing the appropriation and expenditures of funds by TVA and the 
performance of TVA. 

Mr. Jones. And the TVA’s appropriation goes through every 
other legislative process just as any other appropriation item reaching 
the House or Senate floors. 

Senator Hix. Each and every one. Except that I think I can 
say this: It goes through in many ways a much more thorough, 
fine-tooth combing than many agencies, because most of the agencies 
of the Government have not had this constant relentless warfare 
made on them which TVA has had through the years. Ever since 
TVA was created there has been this battle to destroy TVA. The 
result has been that TVA has been investigated and examined and 
fine-tooth combed by Congress and by committees of the Congress 
in a way that no other agency I know of has been. 

Of course, it is incredible to consider such a method of meeting 
the day-to-day expenses of operating the largest power system in 
the United States, upon whose uninterrupted service almost 6 mil- 
Jion people now depend—and a system which in addition must meet 
the voracious demands for energy of giant installations vital to our 
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Nation’s defense. More than one-half of TVA’s power is required 
for national defense installations of the United States Government. 

The Commission is not content with this pattern for failure. It 
goes further. Denying the managers of this great public-power sys- 
tem authority to control their costs, insuring disaster by forbidding 
use of revenues to pay the current expenses of operation is not enough 
for the Commission. Next, according to the Commission’s plan, 
the Board of TVA is to be divested of its authority to fix the rates 
at which power will be sold. The Federal Power Commission in 
Washington, to which the ratemaking power is proposed to be trans- 
ferred, would be directed, under the Commission’s recommendations, 
how to calculate the charges. It is not proposed that they be told, as 
TVA was told, to fix the rates at levels which would serve a public 
purpose, develop a region, promote the well-being of the people, and 
at the same time cover all costs of operation. On the contrary, it is 
proposed that the rate makers be guided by a formula which would 
include as costs not only the inflated expenses assured by the adoption 
of the recommendations I have cited, but treat the whole investment 
as funded debt, but as a first consideration impose whatever charges 
the Commission believed required in order, as the chairman called at- 
tention to, that “the inequities now imposed upon the great majority of 
the people” (recommendation 9 (a), Commission report, vol. 1, p. 111) 
may be eliminated. 

Mr. Jones. Senator, I hate to interrupt you, but I would like to 
ask this question. 

Senator Hitu. Yes. 

Mr. Jones. With respect to this proposal that the rates for the 
energy to be sold at these thermal plants and hydroelectric sites be 
fixed by the Commission, is it not a fact that at all of the authorized 
ane the cost of the energy to be sold is predetermined by the 

ongress when it authorizes the project and makes appropriations for 
its construction ¢ 

Senator Hity. The chairman, if I may say so as a member of the 
Senate Committee on Appropriations, is 100 percent right. Before 
these appropriations are made for the construction of a thermal plant 
or dam, the Congress goes into all of these very questions, and par- 
ticularly this question about the rates. 

Mr. Jones. On a multiple-purpose dam, the Federal Power Com- 
mission makes its comment on an evaluation of the hydroelectric power 
and the relationship which it will bear to the total cost of the project. 
That is predetermining what the energy will be sold for. Now why 
would anyone make a recommendation that something which had al- 
ready been predetermined by the Congress and established by the 
Congress should have to have a review by a rate-making body? It 
seems to me that the Hoover Commission is adding burdens and bu- 
reaucratic processes to the eco It does not subtract from the 
total of legislative steps and hurdles that water resource development 
programs must take. 

Senator Hiti. The chairman is eminently correct. I may say when 
I read this recommendation it puzzled me. It took some time and 
effort to understand what the Commission meant by the inclusion of 
these somewhat mystical factors in calculating rates. I went from 
table to text trying to comprehend just how the Federal Power Com- 
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mission would go about adjusting TVA’s rate schedules to remove 
whatever inequities—to use the words of the Commission—are now 
suffered by the great majority of the people. 

Mr. Jones. It would have to change the rates it established in 
evaluating the project in the first instance. 

Senator Huu. The Chair is exactly right. May I say that the 
Commission in its recommendation clearly did not mean to duplicate 
one of the restrictions that we wrote into the statute creating TVA. 
At first I wondered whether it meant discrimination between cus- 
tomers. You know, we had a lot of that between private power com- 
panies in the old days, where they would discriminate against one 
customer in favor of another customer. 

Mr. Jonss. The entire recommendation No. 9 is based on the assump- 
tion that there is a subsidy paid by the taxpayers to the users of 
Government-generated power. 

Senator Hiri. That is right, but here is what I wanted to say: I 
solved this problem of this puzzle, I think. I realized that this 
recommendation they made here rested on a very faulty conclusion 
and was in turn based on a fraudulent table. It was intended to 
holster the spurious claim, as the chairman has said, of the private- 
utility propagandists who assert that the TVA power system is sub- 
sidized and that electric consumers of this area are not paying the 
cost incurred by the supplier in providing the service. 

May I say that this charge of subsidy, as the chairman suggested, 
is false; and the task force and the Commission knew it, for the record 
is clear that electricity consumers 

Mr. Jones. Senator, I know you have a long statement and I 
do not want to take up too much of the time of the committee, but 
I feel it is important. You know the Commission, in taking great 
pains to analyze the subsidies paid by the Government in operation 
of utilities, did not take into account the rapid tax-amortization bene- 
fits that have been enjoyed by the private utilities. 

Senator Hix. I have a few comments on that, Mr. Chairman. 

Mr. Jones. And which the Federal Power Commission does not 
take into consideration for rate-making purposes. 

Senator Hix. I have a few comments on that, I may say, Mr. 
Chairman. Of course, the chairman is so right. Electricity consumers 
of the TVA region have provided revenues to TVA which have cov- 
ered all of the costs of operation, including depreciation, and in 
addition have earned a rate of return on the investment—a rate which 
has averaged 4 percent over the years. 

No enterprise which provides all of the cost of the operation and 
a return greater than the cost of the money to the owner, is subsidized. 

Because the facts would not support the charge of subsidy the task 
force was apparently committed to maintain a remarkable table was 
developed (Commission report, vol. 1, pp. 100-101) by the task force 
for the Commission. This basic table records, not what TVA’s actual 
costs of producing power were, but what the task force thinks these 
costs should have been. Then the difference between that figure of 
hypothetical costs and the actual revenues received is computed as 
a loss. Then because there is a loss, according to the spurious figures 
of the task force, there must have been a subsidy, and because a 
subsidy, therefore an inequity for the Federal Power Commission to 
correct. 
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I do not intend to take the time of this committee—which has been 
most generous, I may say—to discuss the fallacious reasoning. I 
will confine my comments to a discussion of the figures. 

To document the charge of loss the task force was obliged to 
change the record in two respects, substituting hypothetical for actual 
figures. First it calculates an interest charge of 3 percent on the 
Government’s power investment in TVA. But the fact is that during 
the period in question the actual cost of money to the Government 
averaged about 2 percent, and the truth must have been available to 
the task force and the Commission. Next the task force considers 
the question of taxation, and here a truly astonishing figure is de- 
veloped to replace the record of actual in-lieu taxpayments reported 
by TVA as an item in operating costs. 

For the purposes of this peculiar table, taxpayments are calculated 
at the level which, according to the task force, TVA would have been 
required to make if its in-lieu taxpayments had been comparable 
in size to the taxes paid by certain private power companies. State 
and local taxes are lumped together with the Federal income taxes 
said to have been paid by the private companies and the whole calcu- 
lation is then related to installed capacity for the purpose of the com- 
parison. This is statistical madness. Income taxes are not related 
to capacity. They are paid on profits, and the payments of private 
companies vary with the net earnings realized by the companies year 
by year. In any analysis or comparison of utility costs and rates, 
income taxes should be treated separately from taxes paid to State 
and local governments, for the latter make up an item allowed to 
power companies as a cost of operation. ‘Taxing schedules vary in 
this region, probably over the Nation. They vary between States, and 
local practice is not identical within each State. Nor are the taxing 
policies constant over the years. 

Clearly, electric consumers should not be required to contribute 
inequitable amounts to the support of the State and local governments 
through the rates they pay for power. The task force says, and the 
Commission agreed, that those payments should be fair. But the 
word is not defined. Ido not know whether an ideal pattern has ever 
been identified. The task force is silent on the subject, but so far as 
I know the TVA power service area is the only region in the United 
States where the question has been carefully explored and widely 
debated. The task force took no note of the result of that very 
interesting experience in the democratic process by which TVA’s 
actual in-lieu taxpayments were determined. The chairman, of 
course, well recognizes and well recalls those experiences. 

Let me summarize the story as I recall it. 

In the original act Congress authorized TVA to make in-lieu tax 
payments to the States of Alabama and Tennessee and the payments 
were based on a percentage of the gross proceeds from the sale of 
power generated at dams constructed, respectively, in those two States. 
It provided no payment to counties. When Congress approved the 
purchase of private utility properties in 1939, making TVA the sole 
source of power supply for the area, it was clear that the original 
provision relating to in-lieu taxes required amendment. Taxes had 
formerly been paid on the purchased properties under a variety of 
schedules. 
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There was a problem of adjustment as they passed to Federal owner- 
ship. A study was undertaken, a detailed investigation of the past 
practices, the requirements and the equities in the region concerned. 
TVA itself retained experts in the field of taxation as consultants. 
There was widespread public discussion in the area affected. State and 
local taxing officials participated in the exploration of the question, 
and in 1940 representatives of TVA and of the States and counties 
concerned appeared before the appropriate committees of the Congress 
to request the amendment which is now section 13 of the TVA statute. 
That amendment authorizes TVA to make in-lieu payments to the 
States and counties of its service area in a total amount of 5 percent 
of its gross power revenues, exclusive of revenues received from the 
Federal Governemnt itself, and provides a formula for distribution. 

Whatever the task force may think of this solution to the problem 
of equities, it can safely be said that in no other area of the country 
has there ever been such widespread understanding by electricity 
consumers and taxpayers generally of the contributions to the costs 
of Government to be made by electric consumers. TVA makes its 
in-lieu tax payments on the wholesale end of the business as authorized 
by law. The power distributors which deliver energy to the ultimate 
consumer pay taxes or make in-lieu tax payments too, according to 
the requirements of State and local law. There is general agreement 
in the region that the payments made by TVA and its distributors 
are reasonable and fair. 

In spite of the crystal-gazing by which the task force includes as a 
cost of TVA operations the amounts it calculates would have been 
paid as taxes if private power companies were operating the same 
system, the truth is that the figure is wholly imaginary. The fact 
is that without TVA there would be no such system to tax, and the 
task force knew it. I note this inconspicuous comment—and I quote 
from the task force report: 

Attention is invited to the fact that these analyses of the TVA power system 
were based on the assumption that the amount of power sales would not have 
changed by rate increases that would have resulted from the inclusion of addi- 
tional costs, principally for taxes. Although such increases possibly would 
have reduced the power sales, no adjustment therefor was made in the studies 
(task force report, vol. 2, p. 442). 

No adjustment was made for a very simple reason. Then there 
would have been no table, and no claim of loss or subsidy or inequity 
between regions could have been sustained. Without TVA there 
would have been no such record of capacity growth in this region. 
There would have been no such record of capacity increases on private 
systems either. There would have been no yardstick. Left to their 
own devices, private companies have an unbroken record of “too little 
and too late” in the matter of providing power capacity. Even now, 
as the chairman has suggested, when the boundless ability of this Na- 
tion to consume electricity would appear to be established, the Govern- 
ment has had to go to the assistance of private companies, to eliminate 
their risk, to bolster their courage, strengthen their enterprise to build 
for the strength of America. 

It is a matter of record that between 1951 and 1953 this Govern- 
ment, to encourage expansion of power supply, approved rapid tax 
amortization applications from the private utility industry totaling 
about $2 billion—I think today that figure of $2 billion goes to about 
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$3,200 million—and that it is now engaged in a program involving con- 
sideration of similar certificates covering 150 million kilowatts of 
additional new capacity. In fact, yesterday afternoon’s Birmingham 
News carried a news story saying just yesterday the Government 
granted a large tax certificate exemption to the Mississippi Power 
Co., that they might go forward and to stimulate it to go forward 
with certain investments. 

Such certificates involve what are, in effect, interest-free loans from 
the Government to the private utilities. I am not prepared to discuss 
the public policy involved in this program, nor its effect on the Fed- 
eral Treasury, taxpayer, or electricity consumers. I cite it, as the 
chairman cited it, merely to point out that evidence was close at hand 
which should have demonstrated to the task force that the basic premise 
of its comparison was all wrong and unsound. 

The fight against TVA is an old story to me. This Government 
reservation at Muscle Shoals, where we sit today, was the beginning 
of TVA. Nearby Wilson Dam, which you will see, was built to power 
chemical facilities located here in World War I. All through the 
twenties the name Muscle Shoals was a symbol of the long struggle 
to establish a great principle—the principle that it was the responsi- 
bility of Government to defend the proposition that the great resources 
of nature should be developed for the people’s benefit, and that the 
power suppliers of this Nation should S held to a higher standard 
of public service. Rates had to come down, so use could be increased, 
and adequate capacity had to be provided. 

For more than a decade the fight went on. It was a slow process 
of public education on a complicated subject. Twice the Congress 
was persuaded, and bills for what we then called the Muscle Shoals 
development were adopted. Twice a President exercised his right 
of disapproval. A pocket veto from a silent Executive sealed the 
fate of the first measure designed to give the people the benefits of 
the public investment here. But President Hoover, Chairman of the 
Commission whose report is now before you, returned the bill we 
sent him with a message setting out the reasons for his disapproval. 
They were many. In part his veto rested on his conviction that 
efficiency and competence to do the contemplated job were beyond 
the capacity of Government to provide. Mr. Hoover had too little 
faith. The record of TVA belies his fears, but he is unpersuaded 
still, and the task force he selected found no virtue in TVA for his 
reassurance. 

Mr. Chairman and members of the committee, the report of the 
Commission is no impartial study intended to result in recommenda- 
tions to the Congress based on an analysis of the overall results of 
20 years’ endeavor. The whole report assumes that the sole objective 
of the Federal Government as owner of the TVA power system is 
to squeeze the largest possible cash income out of the operation, every 
year, an objective of private owners which regulation is intended in 
a degree at least to curb. That was not, and is not now, the sole 
concern of Government in inaugurating this great enterprise. The 
TVA power system was intended to be used as a tool to promote the 
economic growth of the region and the Nation. It should be judged 
by the extent to which that objective has been achieved. 

Economic growth will be reflected in increased revenues to all levels 
of government. Surely the task force knows that, and the cash re- 
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ceived from the power system itself is only part of the story of 
national benefit or national income as the taxable assets and incomes 
of the people rise. The only standard of success acknowledged by 
the Commission is the size of net earnings—profits. In an effort to 
discredit TVA, the direct financial returns to the Federal Government 
are misrepresented, and the benefits accruing indirectly to the Nation 
are wholly ignored. Nowhere is it recorded, for example, that the 
growing economic strength of this area is permitting its citizens to 
bear an increasing share of the total Federal individual income-tax 
collections. The fact is that individual income-tax collections from 
the TVA area represented only 3.4 percent of the national total in 
1933, while in 1953, the last year for which I have the figures, 6.1 
percent of the total collected was received from this region. 

With characteristic bias, the calculations of the task force show 
the amounts of money invested by the taxpayers for power facilities 
located in this region, but they fail to note that the total sum invested 
was not spent in the TVA area. No expert in tracing the path of a 
dollar has analyzed in terms of payrolls, profits, or income-tax col- 
lections the significance of TV A’s expenditure of almost a billion dol- 
lars for materials produced in the 41 States which lie outside the 
region. I found no appraisal anywhere of the direct economic benefit 
to other regions resulting because TV A’s power rates have encouraged 
the consumers of electricty in this area to invest more than a billion 
dollars in electric appliances in the decade since the end of World 
War IT, and that the consumers in this area are buying now at the 
rate of $250 million a year worth of electrical appliances. 

Nowhere in the Commission’s report is there any recognition of the 
direct savings to the Federal Treasury because TVA has reduced the 
cost of power to the Government itself, whose appetite for energy has 
been tremendously increased. Those savings are large indeed. Fed 
eral taxpayers have a right to know that a difference in rate of only 
1 mill per kilowatt-hour could have an effect of as much as $50 million 
a year in the electricity bills of the Atomic Energy Commission, when 
applied to the amounts of power AEC must purchase for its plants in 
Tennessee, in Kentucky, and Ohio. Those bills are paid by the people 
of the United States. I venture to say that they are smaller by very 
much more than a mill a kilowatt-hour because TVA has kept its costs 
down and its rates low and has provided a yardstick in its contracts 
for service to AEC which induced the private companies to offer power 
to AEC at rates lower than their normal charge for industrial service. 
Adoption of the recommendations of the task force would force TV A’s 
rates up—its rates to AEC to the Government as well as to the homes 
and farms of the region. The rates of private suppliers to AEC would 
gladly follow and the taxpayers would pay the difference in tens of 
millions of dollars every year. Thete would be nothing hypothetical 
about the consequences. 

Nowhere in these reports is there any discussion of the national 
benefits of the yardstick provided by this great public power system. 
Yet the record shows that rates charged by private companies are 
lower because of TVA, and service has been extended. Power con- 
sumers have realized savings and private owners, profits, because TVA 
and its distributors have proved that low rates pay dividends. 

The task force and the Commission want this demonstration stopped. 
Endeavoring to support their program of destruction, they resort to 
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misrepresentations and concealment. By their tables they falsely 
charge, and in their text they wrongly assume, that the people here, the 
power consumers of TVA, have been the beneficiaries of alms from 
other areas. And nowhere do they record the fact that the people of 
this region—the people here in the Tennessee Valley ade a major 
contribution to this Nation’s welfare when they assumed a share of 
the risk in adopting the dynamic power marketing policies promoted 
by the TVA. That contribution is continuing. ‘Rate payers every- 
where have benefited because the people here had vision and courage 
and enterprise, which the managers of the private companies once 
serving them had never had. Farmers joined in the organization of 
rural electric cooperatives in this valley, not knowing as they did 
so that in a few years the movement they were starting would be 
nationwide. In villages, in towns, and in cities throughout the ne 
the question of local power system ownership was discussed. It: was 
debated in the legislatures. Men and women went to local count 
meetings, they marched to the polls and voted. They decided to buy 
or build their power distribution systems and to purchase their power 

at wholesale from TVA. They issued bonds, put debts on themselves, 
made their pledges to the future, entered into contracts with TV A, and 
agreed to promote the objectives set out in the act of Congress. In a 
great regionwide partnership these 150 distribution sy stems, represent- 
ing an investment now of around $450 million, are serving the public. 

They are helping to prove that public service can be achieved in power 
operations, without subsidy, and at a profit. Their faith in an idea, 
their enterprise in achievement, is a contribution to the Nation. 

I wonder—I wonder—if the members of the Commission ever raised 
their eyes from the papers that were fed to them. I wonder if the 
busy task force ever deserted the archives where outmoded doctrines 
of utility economics are interred. I wonder if any one of them has 
ever driven along a country road when dusk is falling in this 
valley. I wonder if they have ever seen the lights come on as the 
darkness deepens. On hillsides and in hollows, from isolated coves 
and friendly settlements, the beacons glow. From barns and sheds, 
from kitchens and parlors, the lovely pattern they make is a symbol 
of what TVA has meant to the people. I wonder if the members of 
the Commission have ever visited the majestic dams and steam plants 
built by TVA, and if their hearts were ever stirred as mine is lifted 
every time I read the plaque which each one bears: 


Built for the people of the United States. 


Those projects have served the people of the whole Nation. The 
task force and the Commission can ignore the achievements. They 
can diminish their importance, they can try to falsify the record. But 
they cannot destroy TVA. This Nation moves forward, not back- 
ward. The people of the United States will not retreat from the 
great public principles this agency embodies. 

Mr. Jonrs. Thank you very much, Senator. 

Are there any questions, Mr. Reuss ? 

Mr. Reuss. I would like to commend Senator Hill for his mag- 
nificent presentation. It seems to me he has been a one-man task force 
on this problem, and I am very indebted to him for the previous state- 
ment he has made. I just have a couple of specific questions. 
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As far as you know, Senator Hill, did any representative of State 
or local governments in the Alabama-Tennessee area appear before the 
Hoover Commission and say that they were not getting adequate 
in-lieu payments? 

Senator Hitz. Not a single soul that I know of. I am quite cer- 
tain that Chairman Jones and Senator Sparkman and I would have 
known if anyone had made any such appearance. Not a soul. 

Mr. Reuss. I take it from what you said it is your distinct impres- 
sion that in Alabama the State and local officials think that the Ten- 
nessee Valley Authority is contributing to their local treasuries and 
not taking away ? 

Senator Hitz. I think they very positively feel that the TVA is 
making its full and fair share of payments in lieu of taxes to their 
governments and their subdivisions of government. 

Mr. Reuss. Just one more question. You spoke on page 9 of the 
return given to the United States Treasury over the years by the 
Tennessee Valley Authority. You mentioned the fact that those 
revenues have covered costs of operation including depreciation and 
have in addition earned a rate of return on the investment which 
averaged 4 percent over the years. What part of that has been re- 
turned to the Treasury at the present time? 

Senator Hitt, Well, that has all gone into the Treasury. That is 
it exactly. The return to the Treasury has averaged 4 percent over 
the years. 

I might say this past year it ran higher than 4 percent; it went to 
41% percent. The year before it was not quite so high. As you know, 
we had a terrible drought down here which made us short of water- 
power. But over the period since TVA was established the return 
on the Government’s investment has averaged 4 percent, and those 
funds have been going into the Treasury of the United States. 

Mr. Revss. Then am I right in thinking that TVA, if it wished 
to adopt a bookkeeping fiction, instead of returning 4 percent to 
the Treasury could have returned, let us say, 2 percent to the Treas- 
ury and said that this is interest, and then returned another 2 percent 
and said this is in lieu of income tax on the profit, or anything else? 

Senator Hiiu. It might have done that. It might well have done 
that. Of course, you recognize, Mr. Congressman, when you get 
to income tax you don’t pay taxes to yourself. As Congressman Jones 
earlier brought out, all of these properties are owned by the Govern- 
ment of the United States. The TVA management operating these 
properties paid all of the operating costs and provided for the depre- 
ciation, and then made an added return of 4 percent into the Treas- 
ury of the United States. 

Mr. Reuss. Thank, you, sir. 

Mr. Jones. Mrs. Griffiths. 

Mrs. Grirrirus. Senator, I would like to tell you how much I have 
enjoyed hearing you. I would like to ask you if in your judgment, 
far from retreating from the principle of TVA, if it would be a 
worthwhile thing perhaps to extend it? That is, to have a Missouri 
Valley Authority, or an authority in the Eastern States which have 
been hard hit by floods? 

Senator Hitt. I think that the people in the particular region 
should make that determination as to what they want to do, but I 
think that TVA has set many examples here in his valley which 
might be well and most profitably followed in other valleys. 
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You speak of the Missouri River Valley, and you speak of New 
England particularly, where they have had those terr ‘ible floods up 
there. I think if the people of New England would study TVA 
they would find many examples where they would prove more than 
worthwhile and mean a savings in human life and savings of millions 
of dollars in property in the future. 

Mrs. Grirritns. It would be profitable both to them and to the 
Nation asa whole. 

Senator Hix. I certainly think so. Profitable to them, and all the 
while building the strength of the Nation. 

Mrs. Grirrrrus. So that it is something } in which the United States 
could legitimately invest its funds? 

Senator Hrux. It is, indeed, and I well anticipate that our good 
friends in New England will be down to Congress. ( ‘ertainly, if I 
were in New England, I would be coming down to Congress asking 
that we take steps to protect them from other such catastrophes. 

Mr. JoneEs. The committee has been assured in its meeting in New 
England that they would be with us come January. 

Senator Hin. I want to commend the committee very strongly in 
visiting New England at this particular time. I can imagine that 
water-resource development will have su port in New England that 
perhaps it has not had before. The people there are much more con- 
scious of what it means to control these resources of water and to 
develop those water resources, as well as the other resources, for the 
growth and strength of that particular region and for the growth and 
strength of the U nited States. 

Mrs. Grirritus. That is all. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lipscoms. No questions. 

Mr. Jones. I want to follow one line of questioning with you, 
Senator. 

Senator Hix. Yes, sir. 

Mr. Jones. On page 10, in your discussion of the taxes, you had 
particular reference to ad valorem taxes paid by the Tennessee Valley 
Authority and the distribution systems purchasing the power fur- 
nished by TVA, and then comparing them with the private utilities. 
When the private utilities apply for a rate, the tax is a part of the 
ratemaking procedure. 

Senator Hitn. That is right. 

Mr. Jones. And is a positive figure submitted to the commissions 
in the various States where the rates are to be adopted and fixed by 
the commissions. That tax is taken into account. Is that correct? 

Senator Hiii. That is right. That is one of the items of costs, so 
to speak. 

Mr. Jones. But that is not a cost to the utility ? 

Senator Hirx. It is not a cost to the utility, but it is a cost to the 
power consumers who purchase the power in meeting the rates. 

Mr. Jonrs. Based on the total amount of the individual consump- 
tion to the total amount of production. 

Senator Hiii. That is correct. 

Mr. Jones. That is a matter which is fixed. 

Senator Hit. That is correct. 

Mr. Jonrs. Just like going down to the filling station and buying a 
gallon of gas and paying the local city and Sts ate and Federal excise 
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tax on that gasoline. The operator of the station does not pay the 
tax, does he ? 

Senator Hinz. He merely collects the tax from the purchaser of the 
gasoline and then the tax goes to the State or the city or county. 

Mr. Jones. Do you know of any State in the Union where a pri- 
vate utility is operating today under a monopoly, or under a fran- 
chise from some political subdivision of that State, which is not 
insured by law that it will get a return on its investment ? 

Senator Hm. No. 

Mr. Jones. And a reasonable return on the investment? 

Senator Hix. I think if you examine the statutes under which 
they are chartered you will find every statute carries the provision 
that they shall have that return on their investment, and it directs 
the State commission, or whatever body may have jurisdiction over 
them, to fix rates so as to insure this return to the company. 

Mr. Jones. That is fixed by law, is it not, Senator? 

Senator Hiri. That is right. It is fixed and written into the stat- 
ute by law. 

Mr. Jones. So if the people of Tuscumbia, or Sheffield, or the 
State of Alabama decide in their wisdom that they will operate their 
own electrical distribution system rather than give some company & 
franchise, and sets a value for in lieu of taxes, it is merely a contribu- 
tion to the community where it operates. 

Senator Hin. That is correct. It is certainly right. 

Mr. Jones. And there is no burden on the part of the legislature 
to fix an income tax or any other tax schedule which would be com- 
mensurate with that of some utility operating in some other section 
of the country. 

Senator Hiru. The chairman is absolutely right; absolutely right. 

Mr. Jones. So this proposition of taxes is based on what the con- 
sumers would be permitted to pay under a State law under which the 
utilities operate. 

Senator Hiri. That is right. And as the chairman has so well 
brought out, the taxes are not paid by the utility, but they are paid 
by the consumers. When the consumer pays his electricity bill at 
the end of the month he pays the part of the taxes that go into that 
bill. 

Mr. Jones. Did you find an analysis or statement made either in 
the Hoover Commission report or the task-force report as to how the 
taxes are determined by the private utilities? 

Senator Hinz. I am sorry, but I did not get that question. 

Mr. Jonxs. I say, did you find in the task-force report or in the 
Commission’s report any analysis as to how taxes are procured by the 
private utilities—the utilities they compliment so greatly on paying 
these taxes? 

Senator Hitz. No; I found none whatever. The report was vol- 
umnious and, as you know, there are many documents upon which 
the report is based; but I did not find that the Commission or the 

task force sought to go into that question or throw any light on that 
question at all. 

Mr. Jones. I think we use this term “private utility” in a mislead- 
ing way. There is no such thing as a “private utility,” is there, 
Senator? 

Senator Hiri. No; I would say not. I would say not. 
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Mr. Jones. It is a public function. 

Senator Hux. That is right. It is a public function. 

Mr. Jones. Exercised by the people themselves. 

Senator Hitz. That is right. 

Mr. Jones. And the people have the right to decide whether they 
should operate their own waterworks system or their own sewerage 
system or their own power system. 

Senator Hux. That is fundamental in our democratic system. 

Mr. Jones. And it is within the province of the people themselves 
to make that determination. 

Senator Hux. That is correct, absolutely. 

Mr. Jones. And once the utility operates, it operates on a franchise 
for a sufficient length of time to issue bonds and debentures and to 
receive the capital to make investments in their generating and dis- 
tribution facilities which will return to the investors the money which 
they have put into the company. 

Senator Hitz. That is right. The State commission or State body 
is directed by law to fix its rates so that they shall have that return. 

Mr. Jones. So there is no great difference between the operation of 
a public body and the operation of a private body, actually, in the 
utility field ; is there ? 

Senator Hiwz. The chairman is absolutely right. 

Mr. Jones. Again let us thank you, Senator, for your very compre- 
hensive statement on the Hoover Commission’s recommendations, par- 
ticularly with reference to how it would subsequently affect, if enacted, 
the operation and continuation of the Tennessee Valley Authority. 

Senator Hitz. Thank you, Mr. Chairman. 

I want to thank you and each member of the committee for not only 
the courtesy you have extended to me, but your generosity in letting 
me take up so much time. I am sorry for taking up so much time, 
but I felt that these questions ought to be explored and presented. I 
am deeply grateful to the committee for this opportunity. 

Mr. Jones. Thank you, Senator Hill. 

Our next witness is the junior Senator from Alabama, Senator John 
J. Sparkman. 

Senator Sparkman, we are delighted to have you with us today. 
Of course, we as a committee have long known of your activities in 
behalf of promoting the interests and the orderly development of the 
Tennessee Valley Authority and our resources program as a whole. 

I know you have taken a great interest not only in the development 
of the resources in Alabama, but you have been a strong advocate of 
the wise and prudent use of Federal money in the investment in water 
resources which would inure to the general welfare of the people of 
this Republic. 

Weare glad to have you, Senator. 


STATEMENT OF HON. JOHN J. SPARKMAN, A UNITED STATES 
SENATOR FROM THE STATE OF ALABAMA 


Senator Sparkman. Thank you, Mr. Chairman and members of the 
committee: Let me say I am delighted to be here, although after my 
very able and distinguished senior colleague has given that masterful 
presentation there remains not a great deal that I can say. Certainly 
I would not attempt to add to what he has said. 
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I think, Mr. Chairman, and I would like to say this now, that that is 
one of the most masterful presentations I have ever heard, and I think 
that it will go down as a historic document in narrating much of the 
history, the philosophy and the realism of the Tennessee Valley 
Authority. dt course, no one is better prepared to do that than he. 
In fact, Mr. Chairman, Senator Hill stands alone in my opinion as 
the one who has had the closest contact, who still lives, with TVA. 
He was there not only when the TVA Act was written, of which act 
he was joint author, but he was in Congress and on the committee 
that had jurisdiction over the improvement of this river, primarily 
because of the fact that Wilson Dam was built se as a defense 
project. He was there for years before the TVA Act became a reality. 
He lived through all of that skirmishing and all of that fighting 
leading up to the final settlement and the final solution of this river 
development problem. So I think it is extremely fortunate to have 
him give the presentation that he has. 

Let me add my word of thanks to the chairman and to this com- 
mittee for your coming here to study TVA on the ground, and for 
going into all parts of the country to study this problem. I have 
long known of the interest of the chairman in this work. I may say 
that I take particular pride in the work of the chairman of this 
committee because I am one of the some 300,000 constituents that 
he has. I call on him pretty often for help, as do many of these 
other constituents, and I think we can all testify to the fact that 
help is always forthcoming. He is a good Congressman. 

Mr. Jones. I always use the high office of the Senator. I can 
assure you of that. 

Senator Sparkman. I am delighted, Mr. Chairman, that you have 
brought your subcommittee into this area. I shall not take much 
time of the committee, but first I would like to mention this for the 
record. 

Of course, everyone knows this, but our forefathers in writing the 
Constitution took note of the fact that the rivers of this country, the 
navigable streams, constitute a great resource. They wisely provided 
in the Constitution that Congress should have jurisdiction over those 
navigable streams. By the way, if I may add a local note for the 
benefit of our visiting members of this committee, we take great pride 
in the State of Alabama in pointing out that we have more miles of 
navigable streams than any other State in the Union. We are very 
proud of our river system, and we who live here in the northern part 
of the State are particularly very proud of the Tennessee River and 
what has been done on it. 

I want to remind you also of 1 or 2 other things in our early history. 

Fortunately, our Nation’s founders, as is true in so many other 
respects, anticipated the ever-increasing importance of our inland 
waterway system. They wrote into law safeguards that have kept 
the waterways open for improvement under the jurisdiction of the 
National Government, and for improvement in diverse ways. They 
have kept them free for all of our people to use. 

When the Northwest Territory was established in 1787 under the 
Articles of Confederation, the Northwest Ordinance, article IV, pro- 
vided—and I quote it: 

The navigable waters leading into the Mississippi and St. Lawrence, and the 
carrying places between the same, shall be common highways and forever free 
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as well to the inhabitants of the said territory as to the citizens of the United 
States and those of any other States that may be admitted to the Confederacy, 
without any tax, impost or duty therefor. 

The first Congress under the Constitution reenacted the Northwest 
Ordinance without change. 

Mr. Jones. Senator, may I ask you a question at that point ? 

Senator SPARKMAN. Yes. 

Mr. Jones. Was there any doubt of the constitutionality of that 
enactment in the debates that took place at the time, or any doubt it 
was the intention of Congress or the intention under the Constitution 
to keep these water highways free of tolls? 

Senator Sparkman. What you asked is, Was there any doubt? No; 
there was no doubt whatsoever. The statement is just as clear as it 
can be. 

Mr. Jonxs. Is it not significant that when that discussion came up 
in the Congress of the United States under a President who had at- 
tended the Constitutional Convention, members who had been dele- 
gates to that Convention never for one moment cast any doubt as to 
whether or not the waterways would be free ? 

Senator SparKMAN. Yes, sir; and I would like to remind the chair- 
man it was first stated in the Northwest Ordinance, which even pre- 
ceded the Constitutional Convention. That was written by the Con- 
tinental Congress. As a matter of fact, here was a new government. 
They were venturing into a new field. Not only was the Northwest 
Territory new territory, but the setting up of a Federal Government 
was a new field within itself. 

There had been set up the Articles of Confederation, and under 
those the Confederacy was existing. Then came this Northwest Terri- 
tory problem. It was the first time that our Government had been 
called upon to organize a new territory. They had complete freedom. 
It was not a question of constitutionality or no constitutionality. It 
was theirs to do with as they chose. 

Mr. Jones. But the assumption was that it was a Federal responsi- 
bility ? 

Senator Sparkman. It belonged to the Federal Government. The 
various articles, as you recall, ceded this territory to the Federal Gov- 
ernment and did it with the intention that it should be organized. 
The Federal Government set up under the Northwest Ordnance the 
territory, or a good part of it, in which two members of this committee 
live today. In that they took note of the importance of our waterway 
system and noted that it should be controlled by the Federal Govern- 
ment and should forever be free for all to use. 

Mr. Jonrs. Now if we placed tolls on navigable streams as recom- 
mended by the Hoover Commission, we would abdicate a Federal 
responsibility thrust upon us by the Constitution itself? ehcp 

Senator Sparkman. Mr. Chairman, you are simply anticipating 
me a little bit. That is exactly the point I wanted to lead up to, 
namely, that the Hoover Commission’s recommendations and the rec- 
ommendations of the task force would do away with all of our historic 
principles so far as the use of our navigable streams is concerned. The 
chairman is exactly right. ; | 

Now, Mr. Chairman, I was saying this: That after our present 
Government was set up and the United States Congress, under the 
Constitution, was organized, one of its first acts was to reenact the 
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Northwest Ordinance exactly as it had been passed, containing the 
same provision about the free use of our streams. 

Mr. Jones. You recall George Washington himself advocated Fed- 
eral expenditures in the Internal Improv ements Act for the construc- 
tion of navigation features. 

Senator SparkmMAN. Yes. Later Congress gave added emphasis to 
these acts when, in the River and Harbor Act of 1882 and in the act of 
1884 it provided that : 


No tolls or operating charges whatever shall be levied or collected from any 
vessel, dredge, or other watercraft for passing through any lock, canal, canalized 
river, or other work for the use and benefit of navigation now belonging to the 
United States, or that may be hereafter acquired or constructed. 

These sagacious acts of our forefathers have contributed immeasur- 
ably to the growth and development of this rich country. Settlers 
followed the rivers and their tributaries into the continent’s interior. 
Great manufacturing and trading centers of today had their origin 
in this manner. Not enough public leaders over the years, though, 
have shared the vision of our Nation’s founders. Too few river im- 
provements have been attempted and too many that were made have 
been later neglected. 

In 1908 Theodore Roosevelt aptly described the situation when he 
said : 

The rivers of no other country are so poor ‘ly developed, so little used, or play 
so small a part in the industrial life of the Nation as those of the United States. 
The failure to use our own rivers is astonishing, and no thoughtful man can 
believe that it will last. The great return from the development of the inland 
waterways will come from increased commerce, growth, and prosperity of our 
people. 

The President might very well have added the generation of power 
too, because it was under his program that a F ederal power program 
really started as a part of the reclamation program. 

By the way, I might point also to another provision of congressional] 
enactment—in 1944, I believe it was, in the Flood Control Act, in 
which added emphasis was given to the preference of power users. 
All of this would be destroye ed by the adoption of the recommendations 
made under this study. 

Mr. Jones. Senator Sparkman, the preference clause, as you well 
know, would be placed in jeopardy by the Hoover Commission report, 
together with all of the acts that inc ‘lude a preference clause in them. 

“very act since Theodore Roosevelt, including the Federal Power 
Act, the Reclamation Act, the TVA Act, the Bonneville Act, the Flood 
Control Act of 19: 36, the Flood Control ‘Act of 194: 4—in fact, every act 
for resource development where power was to be produced at federally 
installed projects had a preference clause in it. That even includes 
the Atomic Energy Act, which we passed the year before last. It was 
in every one of those acts. 

Mr. Hoover, when he was President of the United States, never 
advocated the abolition of the preference clause in the various acts 
that were existing at the time he was President. 

Senator Sparkman. He did not, but his report does; or at least the 
practical effect of it would be to destroy all of those preference acts, 
as I construe it. Personally, Mr. Chairman, since you mention it, 
in the discussion of the preference in the sale of Federal power they 
make a point of the fact that the Tennessee Valley Authority has 
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increased sales to preference customers from 18 percent in 1938 to 
68 percent in 1953. They do not take the trouble to remind the 
readers that one of the great preference users is the United States 
Government itself, and that the greatest part of that 68 percent is 
made up of the United States Government itself. 

I noticed in the power report that was given just the other day, the 
greatest sales that TVA has had during the past year—the greatest of 
any time, amounting to, I believe, $69 million in power sales—of that 
amount a little more than 50 percent went to the Federal Government 
and its various agencies. The Hoover Commission does not take the 
trouble to explain there that this great percentage of sales to prefer- 
ence users is primarily to the Federal Government itself. 

Mr. Chairman, there are many things that I should like to discuss. 
I think sometimes we may overlook some of the things that are done 
in TVA. For instance, take this question of navigation. I saw in 
the Florence Times just a few days ago this little item, which is a 
very brief paragraph that I shall read: 

Estimated Tennessee River freight traffic for September reached approximately 
810,400 tons and 129,573,000 ton-miles, TVA said today. 

During first 9 months of 1955 an estimated 7,333,000 tons and 1,162,339,000 
ton-miles of freight were carried, or 16 and 27 percent, respectively, greater than 
the totals for the same period last year. 

Mr. Jones. That is about 314 times more than the original amount 
of tonnage at the time the dams were completed. 

Senator SparKMAN. Yes. And it is many, many times more than 
that prior to the improvement of the river when, as you know, there 
were times when boats could not get up and down this river at all. 
You and I know what a tremendous asset this river was back during 
the war. You and I saw oceangoing boats built just a few miles from 
here which floated down the river to the Ohio and down the Ohio into 
the Mississippi, and down the Mississippi, and out into the gulf, and 
across the ocean. We know of many other giant defense installations 
that were made possible by reason of this development. 

My distinguished colleague mentioned the fact that, as the chairman 
well knows, flood damage, so far as the TVA area is concerned, is 
virtually a thing of the past. Under the tremendous system for con- 
trolling the flow of the waters undoubtedly millions and millions of 
dollars worth of property have been saved for the people of this area, 
just as is done in many other river areas by flood-control projects, 
often imposed as a single project rather than a unified program, as 
has been done in the Tennessee River. 

The question of power, I think, has been adequately covered. Water 
for industrial uses and the conservation of the resources of this area 
generally; the stepup in our agricultural production; better farm 
methods; and so many things that could be brought out are all under 
the unified program under which the Tennessee River has been de- 
veloped, which I think is the finest example of a complete river devel- 
opment that we have had anywhere in this country, and perhaps any- 
where in all the world. 

I was interested in the question that the distinguished Congress- 
woman from Michigan asked Senator Hill a few minutes ago, about 
the future extension of TVA. I have often thought that certainly 
if we gave more attention to the adoption of a unified program made 
to fit each river system, just as the TVA fits the Tennessee River 
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system, that this Nation as a whole would benefit and would benefit 


greatly. , ith 
By the way, something has been said here about the situation at New 
England. I was at one time a member of the Public Works Commit- 


tee. At that time I served on a subcommittee that made a study of 
the waterways of New England in trying to develop some kind of 
unified coordinated system for the development of those streams. 
New England is about the last part of the United States to have great, 
fine, magnificent undeveloped waterways. Power could be generated 
in tremendous amounts if full use were made of the waterpower re- 
sources in New England. Yet we see a situation there in which the 
people of New England suffer terrible tragedies in the form of floods 
and enjoy virtually no navigation, and also pay the highest rate for 
electric power of any section of the United States, and simply because 
full use has not been made, as was contemplated from the earliest 
days of our Republic, of the power and resources contained in these 
wonderful navigable streams that flow to the seas. 

I want to comment briefly upon another thing that was criticized 
in the Hoover Commission report. That had to do with further 
ent Ie Of course, it is a well-known fact that for the last 
several years our hardest fight with reference to TVA has been to 
provide adequate additional generating capacity to take care of the 
needs of normal growth in this area. It is not, as so many people 
think, the result of the TVA expanding its operations. As a matter 
of fact, there has really been a contracting of TVA power in that the 
Federal Government itself required more and more of the power that 
is generated in the TVA area. 

My colleague made reference to the act of 1939. He had come to the 
Senate at that time and I had succeeded to the place he vacated on 
the Military Affairs Committee, as it was called then, of the House 
of Representatives, which committee had jurisdiction over the Tennes- 
see Valley Authority. It was on that committee that my colleague 
was able to do such distinguished work in geiting the original TVA 
act through. 

I think it is interesting to recall that he was not chairman of that 
committee at the time. The chairman of that committee, a very dis- 
tinguished, honest, and honorable Member of the House, was not in 
favor of TVA. He passed the burden on to the next ranking mem- 
ber of the committee, who was Senator Hill, at that time a Member 
of the House of Representatives. 

Some of the most interesting reading that can be indulged in is 
the debates in the House, particularly on the presentation of the House 
rule, the burden of which was carried by my colleague. But after 
he went to the Senate, I went on the Military Affairs Committee. It 
was my honor and my privilege to introduce the bill that became the 
act of 1939 that drew a line dividing TVA territory from the private 
utilities. 

Now, it is not actually written into the law that the TVA shall not 
go further than this and that private utilities will not go over into 
TVA territory. Yet all of the testimony deals with this, if you go 
back and read the hearings. The principal witness was the late Mr. 
Wendell Willkie, who came in and asked for this particular legis- 
lation. As I said, while it was not written specifically into the law 
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that this line was drawn, for all practical purposes it was, because 
it was tactitly agreed to. 

Just a couple of years ago the chairman of this subcommittee and 
my colleague will remember we had testimony before the Senate Ap- 
propriations Committee. The president or the chairman of the board 
of the Alabama Power Co., I believe it was, in testifying before that 
committee, made reference to the fact that this agreement had been 
lived up to. Of course, since that time there has been a change, and 
apparently some people do not believe that agreement ought to be 
lived up to any longer. However, it was virtually established in that 
act that the TVA would serve the particular territory it was serving 
at that time. 

By the way, you will find in that act the specific territory in Ala- 
bama named. The counties are named one by one, plus the cities of 
Bessemer and Tarrant. Since that time TVA has not gone out one 
single mile. Also since that time neither have the private utilities 
come into the TVA territory, although we know in the last session 
of Congress a tremendous effort was made and, except for a most 
stubborn fight on the part of the people who believe in TVA and the 
integrity of TVA, the territory might have been invaded. 

Now, if TVA is supposed to supply this territory with power, the 
power that it needs, then why are we not entitled to have additional 
generating capacity as our normal needs may require? Certainly 
we are growing in this area. While we are growing the Government 
likewise has expanded its facilities, because it does constitute such a 
fine area for defense purposes. The Government is using more and 
more of the power that otherwise would be used by our private in- 
dustry which builds up in this particular area. 

I think we are entitled to have that generating capacity. If the 
hydroelectric capacity is fully used up, then it is only logical to fall 
back on steam-generating plants. 

Yet this report would provide that no further steam-generating 
plants could be built. 

Mr. Chairman, I think sometimes there is a misunderstanding in 
Congress as to the extent of public power. I do not have the figures 
right at hand but they are easily obtainable. I have seen a figure 
which I believe to be correct, which states that for the last good many 
years there has been a rather consistent ratio as between public and 
private power. About 12 percent of our power for a good many 
years, I have been told, has been public power. I am certain that the 
figure does not exceed that at the present time. 

I think it would be interesting to have those figures shown in order 
that the public may be acquainted with the fact that this Nation is 
not being overrun by public power. So far as I know, nobody is 
asking for it. 

Mr. Jones. Do you know what percent of Federal power generated 
in this country is sold to private utilities ? 

Senator SparKMAN. No, I do not know. 

Mr. Jones. About 30 percent of all the power generated, I believe. 

Senator Sparkman. Issold back to private utilities ? 

Mr. Jones. And they make a profit out of what the Government sells 
to them. 

Senator Sparkman. Yes. I have seen the development of this 
valley and I have lived in this valley all my life. I know something 









3 
: 
¢ 
7 


eo = 


VS oe Q — = 


aS Set “DD 


nm 


Tn 


ee 


ast 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 809 


of the struggles to improve this river. Even after it was improved I 
know something of the fight with reference to power. 

I noted a question a few minutes ago about REA. I can remember 
when none of these rural homes were lighted unless they had their own 
little individual powerplant. 

Mr. Jones. Delco. 

Senator SparkMAN. A little Delco unit. I might give you an ex- 
ample, and I think this might be multiplied hundreds of times. 

One of the best and leading citizens and one of the best farmers and 
businessmen, also a ginner and a merchant back in my county, told me 
this soon after TVA started putting in rural lines. He said that he 
had tried at one time to get the private power company that was serving 
that area to run a line out to serve his home. They would not do it 
unless he would agree to pay a certain amount for the extension of the 
line and then pay so much a month over and above the regular charge— 
a pole charge they called it—for the right to get the power. He did 
not do it. He bought a Delco system instead and installed his own. 

Just a year or two later TVA moved in and started building some 
rural lines on the northwest side of the county. Then this private 
utility came back to him and offered to build a line out to him without 
any guaranty as to the amount of use, and without any line charge, and 
also to pay him in full for the cost of his Delco plant. 

It was that kind of competition that developed back during those 
times. You can imagine from which one he took power. Of course he 
took the TVA power. 

Back in that day my county was, I suppose, in the rural sections, 5 
ercent electrified. Perhaps not that much. Today under the distri- 
ution system which exists in my home town, which covers the entire 

county, power is available to virtually 100 percent of the people of that 
county. That does not mean they are all connected, but they are within 
distance. Itisnotasaturation. There is no such thing as saturation, 
because additional utilities and additional appliances will be brought 
in. But it does show the tremendous progress which has taken place 
in the development of power. 

As Senator Hill pointed out in his paper, the private utilities have 
not suffered. I mentioned a few minutes ago this act of 1939, when 
Mr. Willkie, who then was president of the holding company for these 
power companies down here, testified on this act which he advocated 
our passing. IJ remember very well at that time the stock of the power 
company which served this area was selling for approximately 50 cents 
on the dollar. It would be interesting to know just what it is selling 
for today. But within a year’s time after we had passed that act, that 
stock was up to par or better. 

The private companies have profited by the example that has been 
set by the TVA in power operations. 

Well, Mr. Chairman, we could go on on that quite fully. I would 
be very happy to take more time to discuss all of these things. How- 
ever, you have been most generous with us. Senator Hill has covered 
the subject so adequately that I shall not take more of your time, 
except simply to say this: I am amazed that from an expenditure of 
$430,000 of the taxpayers’ money this is what we get. I think, Mr. 
Chairman, that not only would it not achieve the purpose for which 
the Commission was set up, that is, bringing greater efficiency and 
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savings into the Government’s operation, but it would work just the 
opposite and would erp 4 not only some of the finest assets and 
resources that the Federal Government has, but it would destroy the 
very basis upon which one of our greatest resources is established, that 
is, the freedom of the use of all of our water resources, 

I may say that I do not mean there just the freedom from tolls and 
charges for shipping, but I mean the right of the people who live in 
an area which is served by a navigable stream to enjoy the fullest use 
of that stream in every way that it can be developed. 

I think that the recommendations of the Hoover Commission 
report, if put into effect, would destroy that. 

Mr. Jones. Thank you very much, Senator. 

Are there any questions? 

Mr. Reuss. Senator Sparkman, I was particularly interested in 
your scholarly account of the development of the idea that the navig- 
able rivers and waterways of this country shall be forever free—free 
of imposts, duties, and charges, and so on. Can you give us some 
sense of the impact on the transportation economy of Alabama and 
the Southeastern United States if the Hoover Commission recom- 
mendations were adopted, namely, that tolls be charged to cover oper- 
ation and maintenance costs or, as in the case of the task force recom- 
mendation, that those tolls include also the capital costs of navigation 
aes 

senator SPaRKMAN, Congressman Reuss, of course I could not give 
any figures. Any figure I could give would be purely speculative. 
Undoubtedly it would be harmful to the use of the streams as navig- 
able channels. Not just to the shipping that moves there today, but 
for something else also. I think this probably was in the minds of 
our forebears who wrote these provisions in, not just back in 1787 or 
in 1789, when we did not have a transcontinental railroad, but even 
right on down through the years. I think they had in the back of 
their minds the utilization of the streams in the defense of our country. 

I do not know what we would do in this country in a time of an 
all-out mobilization if we did not have our inland waterway system. 
I think it would be terribly harmful to the further development of 
the streams and to the utilization of them in their present development. 

Then we go into other questions. For instance, flood control all 
over this country. Are we going to charge the people for flood- 
control projects which we have on the streams abutting their prop- 
erty? 1 think it opens up a brandnew field. It certainly should not 
be given serious consideration. 

Mr. Reuss. That is all. 

Mr. Jones. Mrs. Griffiths. 

Mrs. Grirririts. No questions. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lirscomn. Senator, this inquiry is not along the lines of the 
Hoover Commission report, but I think it concerns a lot of Members 
of Congress. Every place that the subcommittee has gone or that it 
will go there will be requests for installations to be put in—projects, 
dams, waterworks, and other things. It is going to involve many 
millions and millions of dollars. As we know, Senator Hill is on the 
Appropriations Committee. 
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Is there any way that we can develop a method so that the people 
can know the amount of money this is going to cost and how we are 
going to pay for it? 

Senator SparkMAN. Yes. Asa matter of fact, I have felt that as 
the individual projects are agreed to, that the people are pretty well 
made acquainted with the costs. On every river project that I can 
think of that I have been connected with, there has been a pretty care- 
ful estimate made. Of course, those estimates may change as the 
years go on and the costs of labor and materials go up, but I think 
we have been pretty well informed. 

I know I used to be a member of the Public Works Committee of 
the Senate, and I know every project we considered we went into as 
carefully as we could—into the cost estimates. We know after a 
project is authorized and it comes time to provide funds for construc- 
tion, that the Appropriations Committees scan the estimates very, 
very carefully. I think the people know what the costs are going to be. 

Mr. Liescoms. But without exception probably every Member of 
Congress has a platform of reducing the budget and reducing taxes. 
Can we go into these installations, and these programs, and still re- 
duce the budget and still reduce taxes? Or, must we go into a pro- 
gram of further increasing the national debt with the people’s knowl- 
edge? Or should we investigate bonding programs, which have been 
recommended on other things, such as highways? 

Senator SparKMAN. Well, Mr. Congressman, of course you raise a 
very big question about what our fiscal policy should be. We could 

hilosophize all day long. I am just as eager as anyone to see the 

udget balanced and to see payments made on the national debt, al- 
though our highest fiscal authorities tell us that that is not the prin- 
cipal problem. 
can recall back last January, when Secretary Humphrey and Mr. 
Burgess and Mr. Hughes testified before the Joint Economic Com- 
mittee to the effect that there was nothing in the national debt to be 
afraid of. I read the charts they displayed to show that while the 
debt was going up each year the population was going up faster and, 
therefore, the pro rata debt was decreasing. 

Frankly, I do not quite subscribe to that theory, but I think the 
logic in it is this: We are becoming a more wealthy Nation. I think 
you have to depend on and I think we give careful scrutiny to the 
financial results of any one of these projects. 

Let us take TVA, for instance. If you will strip aside the cost of 
flood control and those costs which are usually borne on the other 
rivers, or if you include them—it matters not which—I think we can 
show that this has been a profitable investment. It is one that is 
returning money to the Federal Government and one that the Fed- 
eral Government will always own. 

Mr. Lirscomps. I grant you that. 

Senator Sparkman. At the same time Senator Hill brought out a 
point in his paper that I hope to quote. That was the increase—not 
the increase in the income-tax payments by the people in this area, 
but the increase in the ratio to the total amount paid in the Nation. 

Prior to TVA, I believe, our seven-State area paid about 3 percent, 
and today it is 6 percent of the total amount paid for the United 
States. Something has given us that increase, and we people who live 
here and who have seen it come about give a very great part of the 
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credit to the development of this river and to the development of 
this area as a whole. 

Mr. Lirescoms. Do you feel we should also look into the policy or 

ive some emphasis toward looking into the policy that localities— 

tates, cities, and counties—should also take a bigger interest in devel- 
oping some of these natural resources and taking care of these 
problems? 

Senator Sparkman. I believe that in recent years there has been a 
studied effort on the part of the Public Works Committees of both 
Houses of Congress to require local participation. Particularly is that 
true in flood-control projects and projects of that kind. 

When it comes to developing a great resource like the Tennessee 
River, I do not see how local people, local communities, and local 
counties, or even local States, could very well participate. I do not see 
how there could be a participation at a local level or at any level 
smaller than a region. But, again, I should think even if that were 
done on a regional basis certainly it would have to be ratified, and 
any such compact would have to be ratified by Congress to be effective. 
I can see a good many difficulties in trying to set up regional bodies 
which would be political subdivisions within the Federal Government 
itself. I cannot help but believe that, so far as the Tennessee River is 
concerned—and I do not say it would work economically on any other 
river—but so far as the Tennessee River is concerned, I think it was 
a happy day when the thought was evolved to set up a corporation 
called the Tennessee Valley Authority. 

To put on a unified program, I believe similar organizations, not 
necessarily identical, but similar organizations, could very well be used 
for the development of our largest river systems. 

Mr. Lirpscoms. Even though you do not agree with the Hoover Com- 
missior report, I think we can all agree with at least one sentence in 
recommendation 1, namely, that the Congress should adopt a national 
water policy. 

Senator Sparkman. I think we could have agreed to that without 
spending $430,000. 

Mr. Lirscoms. Mr. Chairman, I feel, after some of the hearings I 
have attended, that we must go into a national water policy. 

Senator Sparkman. Mr. Congressman, I want to say this: Certainly, 
I would yield to my own Congressman, because I know of the tremen- 
dous amount of time and thought and study and work that he has 
devoted to this. I certainly believe one of the most serious problems 
confronting all sections of this country today is the adequate conserva- 
tion and use of our water resources. I am afraid—I am afraid that 
perhaps we are a little late in coming to that conclusion. I wish every 
area of the United States had done as good a job at conserving its 
water resources and controlling them and using them as has been done 
by this unified program on the Tennessee River and its tributaries. 

Mr. Lipscoms. Perhaps if Congress will take the report that was 
submitted by the Hoover Commission, and also put it together with the 
Report of the Commission on Intergovernmental Relations, and also 
put it together with the recommendations of the President, when they 
come in, and put their own good judgment in with it, then maybe out 
of all of that we will get a good water-resources policy in the very 
near future. At least that is my hope. 
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Senator Sparkman. I certainly think all of the thought and study 
we can give to it will be well repaid if we learn how to utilize to the 
fullest extent possible the water resources that we have in this coun- 
try. Goodness knows, with the population growing at the rate it is, 
and the additional mouths we will have to feed, and the additional 
industries wanting to use water, we are going to need the most efficient 
use of our water resources that we can possibly devise. 

Mr. Lirscoms. And the people must know it is going to cost them 
money. 

Senator SparkMAN. I believe they do know it and I believe they are 
willing to pay. 

Mr. Jones. They are paying when they pay taxes. 

Senator SparkMAN. Yes. It is a part of our governmental system 
and it has been since the earliest days—even under the Articles of 
Confederation. 

Mr. Jones. And they pay for it when they neglect it. 

Senator SparkMAN. They pay double then, because sooner or later 
they are going to have to do the job and it is going to cost twice as 
much. 

Mr. Liescoms. Thank you. 

Mr: Jones. Thank you, Senator. 

Senator Sparkman. Thank you, Mr. Chairman, and members of the 
committee. 

Mr. Jones. The subcommittee will recess for lunch until 1: 30. 

(Whereupon, at 12:10 p. m. the subcommittee recessed until 1:30 
p. m. of the same day.) 

AFTERNOON SESSION 


Mr. Jones. The subcommittee will come to order. 

At this time I would like to introduce a statement submitted to the 
subcommittee by Senator Estes Kefauver, which was received after the 
committee adjourned yesterday. Without objection, it will be made 
a part of the record at this point. 

(The letter and statement by Senator Kefauver are as follows:) 

UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
October 28, 1955. 
Hon. Roserr E. JONEs, 
Chairman, Special Subcommittee on Water Resources and Power. 

DEAR CONGRESSMAN JONES: I regret very much that prior commitments make it 
impossible for me tc appear personally on Monday, October 31, 1955, to give my 
views on the Hoover Commission recommendations on water resources and 
power. 

However, I am enclosing a statement which I would like to have read into the 
record of your proceedings. 

With kindest regards, I am 

Sincerely, 
Estes KEFAUVER, 
United States Senator. 


STATEMENT OF Hon. Estes KEFAUVER, A UNITED STATES SENATOR FROM THE 
STATE OF TENNESSEE 


The Commission on Organization of the Executive Branch of the Government, 
better known as the Second Hoover Commission, conducted a study of our water 
problems in all their phases at a cost to the taxpayers of our State and country 
of $430,000. Then completely ignoring the progress made during the 20 years 
of a Democratic administration in power and water development and control, 
published its recommendations based on preconceived ideas and prejudices. 
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One recommendation of the Commission is to call a halt to Federal construction 
of high, multipurpose dams unless the power component be developed by private 
power companies, and that the Government or its agencies cease the building of 
steam plants. I notice a similarity between the recommendations of the Hoover 
Commission and those of Mr. Adolphe Wenzell, who was called in by the Budget 
Bureau in 1953 to study matters concerning TVA. This was the same Adolphe 
Wenzell later called in by the Budget Bureau as a consultant on the Dixon-Yates 
contract, while at the same time he continued to serve the First Boston Corp., an 
agency vitally interested in the financing arrangements under the Dixon-Yates 
contract. His report, according to testimony of former Budget Director Dodge, 
was given to former President Hoover, although it was kept a secret from Con- 
gress and the people. 

If the recommendations of the Hoover Commission are ever carried out, it 
would sound the death knell for TVA by prohibiting its further development and 
expansion to meet the ever-growing needs of the people of the valley, and even- 
tually lead to the turning over of TVA facilities to the giant private utility 
groups, giving them a further monopoly on power development and a death grip 
around the throats of power users. Not only would it sound the death knell on 
TVA, but it would shatter forever our hopes of ever fully developing the vast 
potential of the Cumberland River. 

There is a great and continually growing need for the full development of the 
Cumberland River and its tributaries. Unfortunately, it has been recently 
reported that the Budget Bureau will recommend that no Federal funds be pro- 
vided for the development of the lower Cumberland River. The citizens’ dele- 
gation recently called in for a conference on this project made the trip and in- 
curred the expense in vain, for the Budget Bureau had already made up its mind 
not to recommend funds. However, this recommendation is to be expected of a 
Budget Bureau which spawned a Dixon-Yates deal. Many of us expect to take 
the fight for funds to the floor of Congress itself. Of course, there will be oppo- 
sition to Federal development of the lower Cumberland River. The enemies of 
cheap power will always be our opponents. They want to grab off the cream, 
extracting every kilowatt the river can produce for sale at exorbitant prices, 
completely ignoring the need for reclamation, flood control, and navigation 
projects. 

The Tennessee and Cumberland Basins are contiguous. Their problems and 
needs are similar. Therefore these two systems should be fully developed and 
integrated. This is the most practical, the most economically feasible way. We 
have reached a stage where this development can no longer be ignored. But if 
this administration continues to pay lipservice to the needs of this area while 
issuing future Hoover Commission reports, the needs will never be met. For 
these reasons, I strongly oppose the recommendations of the Hoover Commission. 


Mr. Jonxs. Also for the subcommittee I have a letter directed to me 
by Mr. Thomas W. Martin, chairman of the board of the Alabama 
Power Co., dated Birmingham, Ala., October 31, 1955, which also, 
without objection, will be made a part of the record at this point. 

(The letter from Mr. Martin is as follows:) 


ALABAMA Power Co., 
Birmingham, Ala., October 31, 1955. 
Hon. Rosert E. Jones, 
Chairman, Subcommittee on TVA Chemical Plant, 
Wilson Dam, Ala. 


DEAR CONGRESSMAN JONES: In response to your invitation, the following is 
submitted in behalf of Alabama Power Co.: 

The company is engaged in the generation, purchase, transmission, and dis- 
tribution of electric energy within the State of Alabama. Its service area com- 
prises a large part of the State. Electricity is sold at retail to over 560,000 
customers in 619 cities and towns, as well as in rural areas, and at wholesale to 
11 municipalities and 12 distributing cooperative associations serving 105,000 
customers in 230 towns and communities. The territory served directly and 
indirectly has an estimated population of over 2,500,000. 

The Southern Co., a registered holding company approved by the Securities and 
Exchange Commission under the Public Utilities Act of 1935, owns the common 
stocks of Alabama Power Co., Georgia Power Co., Mississippi Power Co., and 
Gulf Power Co, 
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Under arrangements with its three associated companies of the Southern Co.’s 
system, located in adjoining States, the Alabama Power Co. interchanges power 
with, and sells power to, these companies. The company also supplies power 
to Alabama Electric Cooperative, Inc., a generating and transmission cooperative. 

The transmission facilities of each of the utility companies of the Southern 
system are connected to their generating plants and other sources of power by 
means of heavy-duty, high-voltage lines in such manner that, in effect, power 
generated at any point on the entire Southern Co. system may be utilized at any 
other point. There are additional interconnections with Tennessee Valley Au- 
thority, other neighboring utilities, and a number of industrial and miscellaneous 
sources. This transmission system is being strengthened each year as necessary 
to meet the needs of the area served by the companies of the Southern Co. system. 

The total rated capacity of the Alabama Power Co.’s 12 generating plants is 
1,379,700 kilowatts, of which 489,700 kilowatts is in 6 hydroelectric plants, 
and 890,000 kilowatts is in 6 steam plants. 

The company has under construction unit No. 8 at Gorgas steam plant, which, 
when completed, will add approximately 157,000 kilowatts to the steam capacity 
of the company. It has also under construction unit No. 9 at Gorgas steam plant, 
which, when completed in 1958, will add approximately 165,000 kilowatts to the 
Gorgas steam plant, making a total of approximately 1,212,000 kilowatts of 
steam-plant capacity. The company’s load is growing rapidly, nad we are planning 
additional steam-plant capacity in the near future. 

In addition, the company will shortly apply to the Alabama Public Service 
Commission and the Federal Power Commission for authority to construct 
hydroplants on the Cocoa and Warrior Rivers. 

Development of the Coosa River by Alabama Power Co. began with the start 
of construction of Lay Dam in 1910, which plant went into service in 1914, 
and has a present capacity of 81,000 kilowatts. This dam was authorized by 
an act of Congress in 1907. Mitchell Dam, with a present capacity of 72,500 
kilowatts, went into service in 1923; and Jordan Dam, farther downstream, was 
completed in 1928 with a capacity of 100,000 kilowatts. These existing hydro- 
electric installations of the company form a series of successive slack water 
reservoirs on the Coosa River starting just north of Wetumpka, Ala., and extend- 
ing upstream for approximately 45 miles. 

The Rivers and Harbors Act of 1945, by authorizing Government development 
of the Alabama-Coosa River and tributaries, prevented the Federal Power Com- 
mission from granting licenses for new projects on such streams. On June 28, 
1954, the President approved an act of Congress giving the Federal Power Com- 
mission jurisdiction to permit further development of the Coosa River by private 
interests. The act provided that the dams licensed by the Commission be best 
adapted to the comprehensive plan for development of the Coosa River for the 
use or benefit of interstate commerce, for the improvement and utilization of 
waterpower development, and for other beneficial public uses, including recrea- 
tional purposes; that they shall provide a substantially continuous series of 
pools; that basic provisions for future economical construction of navigation 
facilities be included; and that economically feasible flood-control storage be 
provided. The act further requires that an application for license be filed within 
2 years after enactment of the act; construction of a dam be commenced within 
a period of 1 year subsequent to the date of the issuance of a license; and that 
all dams be completed within 10 years from the date of the commencement of 
construction of the first dam, subject to the provisions of the Federal Power Act. 

On November 12, 1953, the company filed application with the Federal Power 
Commission for a preliminary permit for the Coosa River project. This permit 
was granted on July 27, 1954. 

This series of dams, together with those already constructed by Alabama Power 
Co., will create a series of navigable pools from Wetumpka, Ala., to Rome, Ga., 
a distance of 275 river-miles. 

Alabama Power Co. is undertaking the job of completing a program begun by 
it on the Coosa River many years ago. These new facilities will represent an 
investiment of over $100 million which will be provided by the company. Our 
plans call for a total installation of 482,000 horsepower of which 321,000 horse- 
power will be installed as the plants are developed. 

The type of operation we propose on the Coosa River will make navigation 
possible when the necessary locks are provided by the Government, and by creating 
lakes with known water levels will make the area more inviting to industries 
considering Alabama as a location. Our plan of development will flood a mini- 
mum of territory and provide substantially all the other benefits which are 
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considered to be desirable in a river development program, including the measure 
of flood control provided for in the act of Congress. The manner in which the 
dams will be operated will provide a regulated flow for the benefit of navigation 
downstream. The lakes to be formed by the dams will provide additional 
recreational facilities for lovers of outdoor sports, and homesites for those who 
prefer a lakefront. Forest lands which will come into our ownership will be 
managed according to most modern forestry practice and with the idea of 
conservation in mind. 

The company also proposes to construct a dam and powerhouse at or near the 
New Hope site on the Sipsey Fork of the Warrior River, approximately 12 miles 
northeast of Jasper, Ala., and the installation of electric generating facilities 
at the existing dam of the United States Government at lock 17 on the Warrior 
River, 21 miles north of Tuscaloosa, Ala. 

The proposed Warrior River project will include major flood-control features 
and will provide a regulated flow in navigation channels from the mouth of the 
Sipsey Fork to tidewater and abundant water for the operation of modern locks 
on the river. The present system of Government navigation dams and locks is 
in process of modernization. The development of the headwaters of the Warrior 
will also be of great value to the citizens of Birmingham and Tuscaloosa by mak- 
ing available to them the water related resources of the valley, including an indus- 
trial water supply, and will increase the industrial potential of all other com- 
munities and counties adjacent to the Warrior-Tombigbee River system. 

On July 27, 1954, the company filed an application with the Federal Power 
Commission for a preliminary permit for the proposed hydroelectric develop- 
ments on the Warrior River, and the permit was issued on December 27, 1954. 

The plants we propose to build, including lands to be flooded, will be subject 
to State taxation. State taxes on the power produced at these plants will provide 
additional revenue for the State’s educational trust fund. Full Federal taxes 
will also be paid on the revenues derived from the sale of power from these plants. 
and the power from them and other plants will be sold at rates approved by the 
Alabama Public Service Commission. These properties will, therefore, make 
their contribution to the cost of the proper functions of government. 

The company’s proposed Coosa and Warrior Rivers developments have received 
widespread and enthusiastic support. Many resolutions endorsing the projects 
have been adopted by many different types of organizations including municipal 
and county authorities, labor unions, chambers of commerce, civic organizations, 
and Legion organizations. 

Preliminary work on the Coosa and Warrior Rivers is nearing completion, and 
it is the purpose of the company to file applications for licenses with the Federal 
Power Commission for the projects described herein sometime before the 1st of 
January 1956; and the company will, at the same time, file applications with 
Alabama Public Service Commission for certificates of convenience and necessity 
for these projects. 

I am 

Respectfully yours, 
THos. W. MARTIN, 
Chairman of the Board. 


Mr. Jones. Mr. Quince Eddens, manager of the Decatur, Ala., 
Electric System. Mr. Eddens. 
Weare glad to have you, Quince. 


STATEMENT OF QUINCE EDDENS, MANAGER, DECATUR ELECTRIC 
SYSTEM, DECATUR, ALA. 


Mr. Eppens. Mr. Chairman and ladies and gentlemen of the com- 
mittee, my name is Quince Eddens. You will have to pardon this 
small-town politician voice I seem to have today. I have been on 
the stump too much, I am afraid. 

Mr. Jones. You are on the big stump right now, Quince, so do 
not let your voice fail you. 

Mr. Eppens. I realize that. 

Iam manager of the Electric System of Decatur, Ala. 

Mr. Jones. How long have you been manager ¢ 
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Mr. Eppens. Seventeen years. 
Decatur is a city 45 miles east of us here, with a population of 
about 25,000. We are located on the Tennessee River and on the 
two railroads east, west, north, and south. We have a wonderful 
advantage as a growing city. I bring this up to bring out some 
reasons why power is so important to us. We think we have the 
possibilities of being a growing city, but without power we cannot 
grow. 

You asked me how long I have been manager. Seventeen years 
ago we created a municipal utility in Decatur, Ala. At that time the 
private utility was operating there and they did not care to sell out. 
So the city had to compete them out. That was my job at that time. 
I think the city was taking about 3,000 kilowatts of electricity at that 
time in 1939. Today the demand is 45,000 kilowatts. They were 
using about 1 million kilowatt-hours a month, and now it is 16 to 18 
million. 

Mr. Jones. Kilowatt-hours? 

Mr. Eppvens. Kilowatt-hours. Kilowatt-hours a month. 

I have seen this grow from 1 substation to 11 substations. We 
have about 8 substations serving the city with distribution, and 4 or 
5 serving large industries. 

Since I have been in Decatur these 17 years we have had 5 or 6 
large industries move into our city. They are not plants moved 
from New England to Decatur. They are brandnew plants. One 
of them is a copper tubing finishing products plant. Another is a 
flour mill. Also we have the Chemstrand Corp. there now. All of 
these new industries are located there now. I have talked with each 
one of the people who heads these plants. After I got personally 
acquainted with them I asked them personally, did the cheapness of 
power bring them into our city. In no case was the answer “yes.” 
The cheapness of power did not influence their coming into our city 
or into the South. Power constitutes a small percent of their pro- 
duction cost and it did not make too much difference. We sell power 
to plants as accessories, to kind of keep the load factor proper and 
right, so that we can give electricity to the homeowner user as 
cheaply as possible. 

Mr. Jones. What percentage of electricity is used by industrial 
users ? 

Mr. Eppens. What percentage of the total? I would say 35 per- 
cent of the total is used by industrials. 

Mr. Jones. What percent of it 17 years ago was used by industry? 

Mr. Eppens. Probably the same percentage, but they had 2 hosiery 
mill plants and 1 textile plant; but the percentage of both has grown 
immensely. 

Mr. Jones. That factor has not changed, but it is the trend of 
increased consumption that you want to emphasize ? 

Mr. Eppens. That is right. 

I want to bring out that when I first started in at Decatur the 
approximate use was 600 kilowatt-hours a year to the home. Now it 
is over 7,500 kilowatt-hours a year. You know, we have a lot of homes 
which are heated by electricity. We have about 2,500 to 3,000 houses 
completely heated with electricity. 

Mrs. GrirrirHs. What do they heat it with? Little electric heaters? 
Mr. Eppens. They use three types—the portable heater which varies 
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anywhere from 1, 2, 3, to 4 kilowatts, or 5 kilowatts. A kilowatt is a 
thousand watts. Then we use ceiling heat like in my home. It radiates 
the heat down. It is the only clean heat. It does not have any circula- 
tion of air. 

Mrs. Grirrirus. What increased use has there been of other elec- 
trical appliances? A jump from 600 to 7,500 kilowatts is a long way. 

Mr. Eppens. Yes. Of course, house heating brought that up. But 
let us say from 600 to 6,000 would be without the heating service. I 
suppose 90 percent of our homes are completely electrified with wash- 
ers, driers, electric ranges, and every other type of electrical appliance. 

Mrs. Grirrirus. Air conditioning ? 

Mr. Eppens. Air conditioning we take in our stride. Since we are 
prepared to serve all of the other heavy loads in the wintertime, when 
air conditioning comes in the summertime we do not have to spend a 
nickel to get it. 

Mr. Jones. You have a plant there that manufactures air-condition- 
ing equipment? 

Mr. Eppens. Yes. Worthington assembles air conditioning too. 
It is a new one. 

I would like to tell you a story about that. When they came to town 
this man had picked his spot. If everything else was all right he was 
going to settle there. He did not use the chamber of commerce very 
much in trying to make up his mind. They called me and said they 
wanted to talk to me about power. I said, “All right, sir. You can 
have all you want, when you want it, and where you want it.” He 
said, “No kidding? Can I have 2,500 kilowatts in 6 months?” I said, 
“Yes, sir. You can have it in 2 weeks.” This impressed him a great 
deal because the availability of power was so essential. They had not 
found that in too many other places. We had it and we had it avail- 
able. We buy power from TVA. Our average cost for power from 
TVA is4 mills. We averaged last year on everything 0.88 mills. 

Mr. Jones. That is to all classes of users? 

Mr. Eppens. Everything. 0.88. I remember some time back I 
used to be with the Alabama Power Co. I was with them for 19 years. 
Mr. Martin raised me and educated me. I remember 25 years ago 
Birmingham’s electric demand was about what Decatur’s was—about 
50,000 kilowatts. I remember they bought power from the Alabama 
Power Co. They were under the Nashville Power & Light Co. I 
think the Alabama Power Co. was Commonwealth & Southern. I 
think they sold electricity to the Birmingham Electric Co. for 4 mills 
at that time. 

We lowered our rates. In 1944 we were using the basic rates that 
we and TVA agreed upon using. At that time we were getting $140,- 
000 a year. Then we lowered our rates to the low formula rate that 
was developed, which is some 30 percent cheaper than the basic rate, 
and we reduced our net from $140,000 to $70,000 overnight, just like 
this. We put the cheaper rate into effect and within 2 or 3 years we 
were back to the $140,000 net. We have never raised rates since 1944, 
even with all of this inflation that we have had since the Korean war. 

Mr. Jones. Instead of declaring dividends you give the consumers 
a rate reduction? 

Mr. Eppens. You might say “yes.” That is right. That is the 
only thing we can do with our money, is pay our bills. 
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Mr. Jones. Would you mind explaining the type of contract you 
have with the Tennessee Valley Authority that makes it mandatory 
for the profits to be used in rate reductions? 

Mr. Epvpens. This is the secret of our success, I think, in my opin- 
ion. When the city made a contract with TVA to buy power from 
TVA, TVA had stipulated in their power contract 4 or 5 different 
places where the money was to go after we took it away from the 
customer. First, of course, it would pay operating expenses. The 
second thing was to pay our bonded principal. The third was for 
contingencies, and so forth. Then there was a tax equivalent. Fifth, 
if we had more money than we could use or conserve we were to make 
a rate reduction. This is what we did in 1944. I claim that this is 
the secret of our success, because we have handled our business in a 
businesslike manner. The electric system is set up under a non- 
political municipal utilities board. This municipal utilities board 
was created by an act of the legislature of Alabama, and it has its 
powers of operation. It keeps its money separate. 

Mr. Jones. From the general revenues of the municipality ? 

Mr. Eppens. From the electric system. We pay a tax equivalent 
to the city of Decatur’s general fund in lieu of taxation. We use the 
city, county, and State rate, which is $3.75 a hundred. That is very 
low. I know you people from Michigan and Wisconsin cannot un- 
derstand that, but it happens to be that way, on a 100 percent valua- 
tion of the plant after depreciation. We pay that to the city. This 
year it amounts to $76,000. This $76,000 is more than the gas and 
the water departments and Southern Bell and the railroad and the 
largest textile mill in Decatur pay altogether. It represents about 
814-percent. I will say it represents about 8 cents out of our gross 
dollar. 

Our city is perfectly happy with this revenue. They have always 
been contented with this formula for paying them money out of our 
electric system. 

We started out with $268,000 of capital. Today we have over 
$2,200,000 in capital. We paid off that little bond of $268,000 and 
we have made enough money not to borrow any more and to build this 

lant. 
. Mr. Jones. What is the value of your distribution plant? What 
do you estimate it is worth at the present time? 

Mr. Eppens. Well, we make $200,000 a year, which is 10 percent on 
the investment. I could rate it that way or tell you how much we have 
invested. We have about $214 million invested in plant, and when 
you can make 10 percent on your money you have something. We 
think 10 percent is too high but we are afraid to reduce rates again 
because inflation has not quit. We have been able to make enough 
money to expand our plant from $268,000 to $2,500,000 in all these 

ears. 
. Mrs. GrirrirHs. Has TVA ever raised the price to you? 

Mr. Eppens. TVA made one raise recently due to the fact that all 
new plants are steam plants now, and when you run steam plants for 
long hours, shall I say 2 shifts or 3 shifts, your expenses are increased. 
It is not like a hydro plant. This we passed on to the high-load factor 
customers—the long-hour-use customer—who runs his load 500 hours, 
We automatically passed it on to him because hs was the one who 
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created this and nobody objected to it. Only 3 or 4 plants were 
affected. This is the only increase we have had. 

Mrs. Grirrirus. In order to increase those rates, whose consent do 
you have to get, or where do you have to get it? 

Mr. Eppens. It is an agreement between us and TVA. That is 
good for this reason: I happen to be an old power-company man and I 
know something about rates. To develop a rate, or develop an in- 
crease or a decrease, you must study 2 years, so that you can follow all 
of the uses and not be unfair to one class or the other of users. If we 
did not have this and if we developed these rates without experts and 
specialists developing these formulas either up or down, then we would 
get in bad trouble if we just said that we will increase it 10 or 11 
percent. 

This is a good thing to have because a lot of us might do something 
silly if we did not have that system. 

Mr. Jones. You think that contributes to good management of the 
municipal distribution system, as well as to the supply of TVA? 

Mr. Eppens. I definitely do. Of course, we have read the TVA Act. 
This is some of the philosophy I told you we had. We had read it 
carefully and we believe in it in Decatur, and we are trying to carry 
it out to see to it that the domestic user gets the electricity as cheaply 
as possible. Of course, that is without sticking somebody else in order 
to do that. 

We believe electricity in the home improves the standard of living 
faster than anything else could. We do not care, as you might say, 
about making money. We are making 10 percent now. We just 
naturally do it because the cheaper it is the more you sell and the 
more you make. We are anxious to give 100 percent service at the 
lowest possible rate, and we are not interested in anything else. 

Mr. Jones. Mr. Eddens, you have been on both sides of the fence, 
in a so-called private utility and a public utility. Is it your observa- 
tion that the Tennesee Valley Authority’s power operation is operated 
with efficiency / 

Mr. Eppens. Definitely. Definitely. I have had business with 
TVA and their power contractors and their power engineers for all 
these 17 years. Naturally large outfits have a little bit larger over- 
head than a smaller outfit. It is a natural thing. 

There is this so-called creeping socialism. But TVA is as efficient 
as any large transmission system in the United States, I am sure. 
So far as we are concerned, they seem to have the best engineers and 
the best technicians we have ever run into. They know their business 
and they manage well. They do not try to tell us how to manage ours. 

Mr. Jones. They have made accurate estimates of their production 
costs ¢ 

Mr. Eppens. They have never failed, so far as I can see. They 
have been just a little ahead all the time. All the time they have been 
constantly ahead of this game. You cannot be behind in serving 
electricity. You just cannot do it. I know I can’t. They will tar 
and feather me and run me out of town if I get behind. I had better 
be up there. 

Mr. Jones. If I didn’t get some TVA appropriations I would have 
a longer way torun. You just have to run out of town, but I have 
to run 130 miles out of this district. 
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Mr. Eppens. That is right. You just cannot plan too big when 
you are talking about electricity. Naturally we are growing because 
we have wide open ee and this is the age of dec entralization. I 
think a lot of our Yankee friends—and we have a lot of them in 
Decatur—have been getting to like us pretty well. I think we will 
keep on growing, and I think we have something that they want besides 
cheap electricity. 

Mr. Jones. We have to have that electr icity if we are going to have 
a growing economy. 

Mr. Eppens. We have to, or else stop dead. We just will not grow 
otherwise. W That would we tell a fellow when he walks in there and 
says he wants some power in order to establish a plant? Will we tell 
him you cannot have it? I do not have it and you cannot have it 
because TVA does not have it? It is a silly situation. 

I do not care where it is. You ought to be able to build whatever 
it takes to make power. 

Mr. Jones. And the utility that does not make ample provision for 
its future growth is jeopardizing the whole institution. 

Mr. Eppens. We might as well stay dead. You are backing up and 
deteriorating. 

Mr. Lirscoms. You have said you have been in Decatur for 17 
years ? 

Mr. Eppens. Yes, sir. 

Mr. Lirescoms. When you went in there you were hired to run a 
private utility out of the city. Is that what you said? 

Mr. Eppvens. I was hired as manager of the E lectric System, and 
I didn’t have a dime nor a customer. I borrowed $5,000 and created 
a staff and, yes, sir, we competed him out. He would not sell out, but 
the people wanted it, so we built a plant across the street and com- 
peted him out. 

Mr. Liescoms. How did you do that? On what basis? 

Mr. Eppens. We had a little cheaper rates. They thought we would 
be unsuccessful, but we gave them the same service they got. You 
give me cheaper rates and I will get some of their kinfolks. 

Mr. Liescoms. What do you suppose made their rates higher than 
you were selling it for? 

Mr. Eppens. I do not know. I studied it alot. Recently I studied 
some figures that came from the Federal Power Commission, and I 

cannot get it into my thick skull what is the difference there. I noticed 
their operating costs are twice as high as ours, taking the average of 
all of the private utilities in the United States, and taking the different 
categories and breaking them down as to distribution, management, 
accounting, and so forth. So their operating cost is twice as high as 
ours. - When I speak of “ours” I speak of us as a municipality inte- 
grated with TVA. And I don’t understand it; and I know Federal 
taxes are not the only answer, because there is too much of a margin 
_— 
I don’t know what they do with that money. They have to take 
it away from the customer. 

Mr. Liescoms. Who pays your employees’ benefits in your plant? 

Mr. Eppens. We do. 

Mr. Lipscoms. The TVA? 
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Mr. Eppens. No. We in the Electric System. The Municipal 
Electric System of Decatur. You mean, such as retirement and 
annuities ? 

Mr. Liescoms. And compensation. 

Mr. Eppens. Yes. We pay that out of our operating expenses. 

Mr. Liescoms. Does TVA do that also? 

Mr. Eppens. Yes; they have a retirement plan. 

Mr. Lirescoms. I mean, employees’ compensation. 

Mr. Eppens. I do not know. I think so. Incidentally, they have 
about $50 million in their group annuity plan— the TVA employees 
have. Do you know where it is invested? In private utility stocks. 
It’s a sure bet. You can’t lose when you are guaranteed 6 percent 
on your money, regardless of how ineflicient you are and how much 
you waste your capital. 

Mr. Lirscoms. If TVA sold their own bonds, do you think they 
would invest in the TVA stock too? 

Mr. Eppens. I believe they would. Because they believe in making 
4 percent on their money, on their investment. 

Mr. Jones. There are bills pending in both the House and Senate 
that would permit the TVA to borrow its own money without coming 
to the Congress, except in extraordinary circumstances, to finance the 
construction of new generating capacity. 

Mr. Eppens. There would be one advantage to that. We would 
get out of this football class, being kicked around every year. 

Mr. Lipscoms. You have to expect that when you are dealing with 
435 Members of the House of Representatives. 

Mr. Eppvens. That is right. 

Mr. Lipescoms. They all do not think alike. 

Mr. Eppvens. That is right. We try to convince you, though. 

Mr. Lirscoms. Do you have any comments to make on the Hoover 
Commission recommendations? 

Mr. Eppens. I did not study that. All I know about it is what I 
heard from Senator Hill this morning. 

Mr. Liescoms. You heard plenty. 

Mr. Eppens. Mr. Jones, we believe in the economics of the TVA, 
and its allocation of cost to the powerplants. We believe they are 
making 4 percent on their money. We know what they have done. 
At one time I was making 17 percent before the Korean War, and the 
inflation ate us up. 

Is there anything else I can answer ? 

Mr. Lirscoms. No; thank you. 

Mr. Jones. Thank you very much, Mr. Eddens. We appreciate 
your coming here. 

Mr. Eppens. We don’t want you to mess us up. We want you to 
get back up there and stop this business. 

Mr. Jones. Mr. Leonard Beard, mayor of the city of Sheffield, 
and also a member of the Citizens for TVA. He is making his pre- 
sentation today as President of the Alabama League of Municipalities 
and mayor of Sheffield. 

We are glad to have you, Mayor. 
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STATEMENT OF HON. LEONARD BEARD, MAYOR, SHEFFIELD, ALA. 


Mayor Brarp. Thank you, Congressman Jones and disinguished 
members of your committee. 

First of all, we are sent to welcome your colleagues to the State of 
Alabama and to the city of Sheffield, to Muscle Shoals and the Tri- 
Cities. As Senator Hill said this morning, this is the birthplace of 
TVA. We, the people of this section of this State, have fought for the 
development of Muscle Shoals and the erection of Wilson Dam and the 
nitrate plants right here where you are meeting today. We have 
been fighting for this movement for many, many years. 

Mr. Jones. Mayor, I believe the first bill ever presented to Congress 
for the improvement of the Muscle Shoals rapids section was in 1824. 

Mayor Berarp. I think it was. It was dated way back. The prin- 
cipal reason was for providing river transportation. Is that right, 
Congressman ? 

Mr. Jones. That is right. 

Mayor Brarp. I would like to say I not only speak for the people of 
the Tri-Cities here today, some 65,000 urban people of the Tri-Cities, 
and some 130,000 or 140,000 in 2 counties here, but also I speak for 
about 250 cities of the State of Alabama, of the Alabama League of 
Municipalities, of which I am the president, which represents these 
cities. 

Even though, as Senator Sparkman said this morning, when the 
TVA Act was written it comprised some 13 counties—even though we 
have just 13 counties here in Alabama that are in the TVA region or 
area—and with Tarrant City and Bessemer over in Jefferson County— 
all of the towns and cities in the State of Alabama are behind TVA. 
I think that is very unique. They know what it has meant to the 
valley and they know what it has meant to their sister cities up here. 

Here in Alabama we have another unique situation, or condition. 
As you recall, a few months ago the Alabama Power Co. petitioned 
Congress to allow them to develop the Coosa River. It so To i I 
was chairman of the Committee on Federal Legislation representing 
the league, and the committee that worked directly with our Members 
of Congress from Alabama. The Alabama League went on record 
supporting the Alabama Power Co. developing the Coosa River. We 
requested of all of our Congressmen that they allow that. 

We people up here in northern Alabama and the Tennessee Valley 
did not te exception to that because we knew, as Senator Sparkman 
said here this morning, we had our area and they had theirs. Weknow 
there is a place here in Alabama for both private and public power. 
We recognize that. Weare very proud of TVA and very proud of the 
record of TVA. 

We people who have lived here the last 30 years came in here before 
TVA, and we have seen TVA come into being. We know what we had 
before and we know what we have now, and we know we have not only 
our anes resources greatly developed, but our people have been 
developed along with it. 

As Senator Sparkman said this morning, the amount of income tax 
our people pay now has more than doubled over what it used to be. 
The thing we appreciate of Congress is that you have loaned us this 
money and we are now paying it back. We appeneshe that. We are 
glad we have been able to pay this money back and pay a little better 
than 4 percent interest. 
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We are greatly indebted—not only the people of Alabama and the 
people of this area, but also the people of the Nation are greatly in- 
debted—to George W. Norris, a great Republican, and Franklin Roose- 
velt, and to Senator Hill, who is here today, who were in my opinion 
the fathers of TVA. I am not for getting ‘that there are other Mem- 
bers here today who have had a part in helping to provide for and to 
build TVA, but I think it is most remarkable that we have here with 
us today Senator Hill, who at the time was in the House as chairman 
¥ the Military A ffairs Committee. He is here today even though he 

yas there then and had helped to plan the bill and get it through 
C ongress to set up the TVA. We are certainly indebted to Senator 
Hill, along with Senator Norris and Franklin Roosevelt, for the 
vision that they had, and to the fact that they dedicated themselves to 
seeing to it that the pople did get this program which they now have, 
and which means so much to us. 

We also want to express our appreciation to the other Members of 
Congress who have had a part in providing this and to the other folks 
who are helping us today. 

As I said, we appreciate what they have done. It has meant a 
tremendous lot to us and we hope and pray that you folks, when you 
go back to Congress, will not allow anything to happen to our yardstick. 

It has been proven that where people can buy power and buy it ade- 

uately and at the right price, they will use it. The Congresswoman 
‘rom Michigan asked a while ago how the additional appliances have 
been used. I think you will find that the people in the valley are the 
greatest market in the United States for appliances which people in the 
other sections of the country, like Michigan and Illinois, and the other 
great industrial centers, are shipping into our area down here. They 
are shipping millions and millions of dollars’ worth of appliances. 

I think that is something that other sections of the country ought to 
remember. As we grow and as we increase in wealth we are going to 
share our wealth with other sections of the country. I think that is 
one of the most important things to think about. 

As you know, I did not make any formal statement. I was asked to 
come primarily to welcome you good people to our section of the State 
and show you what we have. It has certs uinly been a pleasure and an 
honor to me to come and be here with you today, and to extend a 
welcome to you. 

Mr. Jones. Thank you for your cordial welcome, Mayor, and also 
for the very fine statement you have made. I think you have stated 
within a few short sentences the real accomplishments of TVA and 
what it has meant to the people who enjoy the immediate benefits of 
the Tennessee V alley Authority. Also its significance as a national 
institution. What is has contributed to the “general welfare of the 
entire Republic has been pointed out by you in your statement. I want 
to thank vou for that. 

Mayor Bearp. Thank you, Bob. It has been a pleasure to be here. 
We are indebted to you people in Congress whom we are so dependent 
upon to keep this program going. 

Mr. Reuss. Mr. Mayor, on the question of the tax contributions to 
the Federal Treasury by the people in this part of the country, I 
think you said that that has doubled in the per iod that TVA has been 
in operation. Actually the figure cited by Senators Sparkman and 
Hill shows an even more dramatic increase. 
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Mayor Bearp. That is right. 
Mr. Reuss. I think what happened was not only has there been a 
greater capacity to pay income taxes on the part of Americans gen- 
erallv. as our national product went up from $70 billion to $350 bil- 
lion, but as I understand the figure, the contribution of the people of 
this area has doubled proportionately. 

Mayor Bearp. That is right. 

Mr. Revss. It has doubled per capita as well as absolutely. 

Mayor Bearp. It was brought out recently in a TVA report that 
while these people in this region were buying the large amount of 
power they bought at a very reasonable rate, the sav ings to the people 
was almost equal the amount they purchased in power. If you were 
to take the average national electric rate and apply it to the amount 
: power used in ‘the TVA area you would find the amount we saved 

yas equal to the amount of power in dollars and cents sold by TVA 
Meat the distributors. I think that is right. We think we have 
grown, and we are going to continue to grow. 

It was called to my attention only recently that some 60 to 65 per- 
cent of this power being provided here is going to national defense. 
I have also been told if you take that or separate that amount from 
the total amount spent by TVA on power you will find $500 million 
would have been spent by the Government, or TVA, or the local dis- 
tributors would have spent an equal amount of $500 million. So you 
see, we local distributors are also helping to pay the bill. 

Mr. Lirscoms. Mr. Mayor, you mentioned in your statement that 
the Government had loaned TVA the money to build the project and 
they were repaying the money back to the Government, but you 
added, plus 4 percent interest. Does it amount to that, or do you mean 
that? 

Mayor Bearp. I meant the amount of interest we paid was a little 
better than 4 percent. I understand the Treasury paid 2 percent. and 
the Government made better than 2 percent off the money that was 
loaned TVA. 

Mr. Lipscoms. You are not actually paying interest? You are 
paying back the money that had been paid into TVA. 

Mayor Brarp. I believe the original agreement called for the TVA 
to pay back the principal with interest. Is that correct? The origi- 
nal agreement was that TVA would pay back the principal with 
interest. 

Mr. Jones. TVA pays off its bonded indebtedness, with interest. 
The law also requires TVA to pay back Federal money invested in 
power facilities, and TVA is well ahead of the repayment schedule. 
Net operating revenues from the power program represent better than 
a 4-percent return on the power investment. 

Mayor Bearp. That is what I meant. 

Mr. Lirscoms. But there is no interest. It all goes into the Treas- 
ury. There is no interest. ; 

Mayor Bearp. That is right. 

Congressmen, it has certainly been a pleasure to be here with you 
today. Won’t you all come bac ‘+k and visit with us at any time. 

Mr. Jones. Thank you again, Mr. Mayor. 

I have a letter addressed to me as chairman and to the other members 
of the committee from Mr. Allen Rushton, regional vice chairman of 
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the Citizens Committee for the Hoover Report, of Birmingham, Ala., 
dated October 29, 1955. The letter has two enclosures. 

Without objection, it will be made a part of the record at this point. 
(The letter and statements referred to are as follows :) 


CrT1zENs COMMITTEE FOR THE HOOVER REPORT, 
Birmingham 1, Ala., October 29, 1955, 
Hon. Rosert E. JoNEs, 
Chairman, Subcommittee on Water Resources and Power of the House Com- 
mittee on Government Operations. 


Hon. MarTHa W. GRIFFITHS, 
Hon. HEnry S. REvss, 
Hon. GLENARD P, Lipscoms, 
Federal Building, Nashville, Tenn. 
Chemical Building, Wilson Dam, Muscle Shoals, Ala. 


Dear REPRESENTATIVES: I am sure that you are fully aware of the subcom- 
mittee’s unique opportunity to render a public service of paramount importance 
by getting at the realities of our water resources problem and that it is your 
wish to have a full expression of various points of view. 

Some of the witnesses who appeared at previous hearings held by your sub- 
committee, at Mount Pocono, Pa., and at Raleigh, N. C., were not fully informed 
with respect to the contents and with respect to the recommendations of the 
Hoover Commission’s report on water resources and power. The Commission’s 
report on water resources and power is the result of the most exhaustive and 
thorough study of this subject that has ever been made. The official recom- 
mendations of the Hoover Commission are contained only in the report to Con- 
gress of the Commission itself. I respectfully suggest that the fact be kept 
clearly in mind that the report contains everything that the Commission had to 
say on the subject and that the Commission in its official report did not accept 
all of the recommendations made by the task force, or study group, that was set 
up to assist the Commission. 

All of us who are interested in the vital questions that relate to the use and 
conservation of a primary human necessity, water, wish to see these questions 
discussed and considered in an atmosphere as free as possible of partisanship 
and emotionalism. 

The Hoover Commission in its No. 1 recommendation, in its report submitted 
to Congress on June 27, last, called for a clear and consistent national policy 
which will “progressively promote conservation and development of this vital 
national resource for the Nation as a whole as well as for States and local com- 
munities.” (Recommendation No. 1 is attached.) 

As you know, Congress has assumed increasing responsibility with respect to 
this problem, but has not yet established a national policy for water utilization 
defining the Federal Government’s proper role in this field. It is generally 
agreed, I believe, that much of the waste and confusion disclosed in the Hoover 
Commission’s studies are ascribable to the lack of a coherent and uniform policy. 
It is noteworthy that Members of Congress, other official bodies and organiza- 
tions have long urged that a sound and comprehensive public policy be developed 
as a guide to future action. Since the need for a national policy is so evident 
and so urgent, this particular recommendation of the Hoover Commission should 
be given prompt attention and a policy defined by Congress. 

The chairman of your subcommittee is thoroughly informed with respect to 
the past experiences which indicate the urgent need for a sound and consistent 
water resources policy on the part of the Federal Government. I refer spe- 
cifically to reports of the Subcommittee on Civil Works of the House Committee 
on Public Works, 82d Congress. Representative Jones was the chairman of the 
subcommittee that prepared the report from which the research department of 
the Citizens Committee for the Hoover Report quotes in the memorandum at- 
tached which is entitled “Marketing for Power From the Cumberland River as an 
Example of the Need for a Federal Power Policy.” 

It is gratifying to note that the views of Representative Jones as embodied 
in reports of the Subcommittee on Civil Works are strikingly similar in many in- 
stances to statements appearing in the Hoover Commission’s report on water 
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resources and power which is now receiving attention from the special subcom- 
mittee (of which Representative Jones is also chairman) of the House Com- 
mittee on Government Operations. 
Sincerely, 
ALLEN RUSHTON, 
Regional Vice Chairman. 


Following is recommendation No. 1 of the Report on Water Resources and 
Power of the Commission on Organization of the Executive Branch of the 
Government (Hoover Commission) as submitted to Congress on June 27, 1955: 

That the Congress adopt a national water policy on the following nine points: 

(a) That water resources should be developed to assure their optimum use 
and their maximum contribution to the national economic growth, strength, 
and general welfare. 

(b) That water resources development should be generally undertaken by 
drainage areas—locally and regionally. 

(c) That the Federal Government should assume responsibility when partici- 
pation or initiative is necessary to further or safeguard the national interest 
or to accomplish broad national objectives, where projects, because of size or 
complexity or potential multiple purposes or benefits, are beyond the means 
or the needs of local or private enterprise. Under other circumstances the 
responsibility for development should be discharged by State or local govern- 
ments, or by local organizations, or by private enterprise. 

(d) That in participating in water resources and power development, the 
Federal Government without waiving its constitutional rights should take ac- 
eount of the rights and laws of the separate States concerning appropriation, 
use, control, and development of waters within their boundaries. 

(e) That the Federal Government should provide advisory assistance to those 
local and State agencies that are undertaking water resource and power de- 
velopment projects. 

(f) That before Congress authorizes or appropriates funds for Federal par- 
ticipation in any water resource project, it should have substantial evidence 
that the project is economically justified and financially feasible, and that such 
project is essential to national interest. 

(9) That one Federal agency should be made responsible for collecting and 
reviewing the adequacy of hydrologic data. 

(h) That all Federal agencies administering revenue-producing water re- 
source and power projects should pay all cash revenues to the Treasury as 
miscellaneous receipts, and receive an annual appropriation for cash operating 
expenditures. 

(i) That regulation of rates for sale of electrical energy by all Federal agen- 
cies be vested in the Federal Power Commission. 


MARKETING OF POWER FROM THE CUMBERLAND RIVER AS AN EXAMPLE OF THE NEED 
FOR A FEDERAL POWER POLICY 


One of the clearest examples of why the Federal Government should develop 
a water resources and power policy is to be found in th situation that has de- 
veloped relative to the marketing of electric power generated from the Federal 
dams on the Cumberland River. 

The Corps of Engineers of the United States Army built three flood-control 
projects on the Cumberland River. These developed hydroelectric power as a 
byproduct of their flood-control and navigation functions. This electric energy 
is sold by the Southeastern Power Administration of the Department of Interior 
to the Tennessee Valley Authority. In setting the rates to be charged to the 
Tennessee Valley Authority for this power, the Corps of Engineers, the Depart- 
ment of Interior, the Federal Power Commission, the United States Treasury 
and the Tennessee Valley Authority have all taken contradictory and incon- 
sistent positions. 

In setting the rates at which this power is to be sold it is necessary to make 
an allocation of costs as between flood control, navigation and power. The 
subcommittee of the House Committee on Public Works stated: 

“The three examples cited—Southwest power projects, Cumberland River 
projects, and Kings River project—should indicate clearly that the Department 
of the Interior, the Corps of Engineers, and the Federal Power Commission 
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have not been consistently diligent, sound, or objective in their actions involving 
allocation of cost problem. * * *”+ 

Esseutially, the Corps of Engineers has stated that the value of the power 
produced on these 3 dams is worth $11.5 million a year. The Southeastern 
Power Administration of the Department of the Interior which markets the power 
has sold it to the Tennessee Valley Authority for approximately $3.5 milion 
a year. According to the Corps of Engineers and a subcommittee of the House 
Committee on Public Works, this power costs $4,899,200 a year. This means 
that by selling it to the Tennessee Valley Authority for $3,500,000, the Federal 
Government is losing $1,399,200 a year. The subcommittee of the House Com- 
mittee on Public Works said, concerning this situation: 

“The situation is not one to inspire confidence in the Corps of Engineers, the 
Department of the Interior, or the Federal Power Commission. 

“In brief, it appears that the Corps of Engineers built three projects which will 
provide electric energy. Under law the Department of the Interior is to dispose 
of the power at rates approved by the Federal Power Commission. The Corps of 
Engineers has not kept the Department of the Interior advised on costs. The 
Department of the Interior has negotiated a contract for sale of power prior to 
obtaining approval of rates from the Federal Power Commission. Although the 
contract for sale was made in 1948, the Federal Power Commission has not yet 
acted on its approval.” * 

This situation clearly indicates the need for a sound and consistent water 
resources and power policy on the part of the Federal Government. The chair- 
man of the subcommittee that prepared this report was Robert E. Jones of 
Alabama. More specifically, this report pointed out: 

“Other problems besides that of choosing a reasonable method of allocation 
arise in allocating costs. Some of these other problems are shown in the three 
Cumberland River projects: Wolf Creek, Dale Hollow, and Center Hill. The 
Interior Department made an advance contract with the Tennessee Valley Author- 
ity for the sale of electric power from these projects on December 18, 1948, well 
before the projects were completed. The contract called for a consideration of 
approximately $3,500,000 to be paid yearly for that energy. On November 6, 
1950, the Corps of Engineers determined that the $3,500,000 revenue would not be 
sufficient to cover the annual costs of power as it estimated those costs. The 
deficiency is $1,899,200 per year. Some of the reasons for this difference are 
revealed by an examination of the results of the computations of the agencies and 
the times at which they were made.” ® 

In setting the sales price of power to be sold to the Tennessee Valley Authority 
the committee said concerning the Department of Interior: 

“The Acting Secretary of the Interior stated in a letter to the subcommittee 
dated July 31, 1952: 

“Negotiations with the TVA were initiated well in advance of the completion of 
the projects. In February 1947, the costs allocable to power were estimated at 
about $77 million. Late in 1948 when the agreement was being concluded, costs 
allocable to power were estimated to have increased to the order of $100 million. 
In November 1950, the Corps of Engineers estimated the costs allocable to power 
to be about $113 million. Considering these estimates, it is believed that $100 
million assumed as the cost allocable to power at the time the final agreement 
with the TVA was being negotiated is reasonable.” * 

Thus it is apparent that the Department of Interior allocated to power 
$100 million of the cost of these dams whereas the Corps of Engineers put the 
allocation at approximately $113 million. The committee went on to quote the 
Department of Interior as follows: 

“A study was made by this Department to determine the number of years 
required to recover the investment in the project after deducting from the annual 
revenues the amount necessary to cover annual expenses. This study showed 
that at the end of 63 years the projects would be completely free of debt and 
on a self-sustaining basis for indefinite future operations, based on 50-year 
amortization of power investment. This includes accumulation of a surplus equal 
to the total cost of short-life items over the last 11 years of the period. In these 
studies a 2-percent interest rate was used. This rate was supported by the 





182d Cong., 2d sess., Committee on Public Works, Subcommittee on Civil Works, The 
Allocation of Costs of Federal Water Resources Development Projects, House Committee 
ahs > oe — U. 8. Government Printing Office, Washington, D. C., 1952, p. 30. 
d., p. 26. 
8 Ibid., p. 23. 
‘Ibid., pp. 23-24. 
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fact that the overall cost of money to the Government at the time was under 2 
percent and has for a long time been in the neighborhood of 2 percent.” © 

The committee went on to point out: 

“The Department of the Interior has informed the subcommittee that the 
purpose of the 63-year period is to accumulate a surplus to cover the costs of 
the short-life items which the annual revenues are not sufficient to cover. In 
this way they amortize all the power items within 50 years after they have 
been installed. This differs from the method of amortization used by the Corps 
of Engineers where all the power costs are paid off within the amortization period 
and it results in a somewhat higher annual charge to power.” ° 

Thus, essentially the Department of Interior provided for amortization in a 
period of 638 years whereas the Corps of Engineers would use a period of 
50 years. 

It should be noted that the Department of Interior uses 2 percent as the cost 
of money to the Treasurer. The Corps of Engineers has used a rate between 
2% and 8 percent whereas the Treasury Department informed the committee 
that in the period when these dams were being constructed the rate was about 
2.1593 percent. Thus the committee said: 

“The statement by the Interior Department that the cost of money to the 
Federal Government was under 2 percent in 1948 is not quite accurate. A check 
of the figures with the Treasury Department reveals that although on December 
1, 1948, the interest rate on all marketable securities was 1.9782 percent, the 
overall average interest rate which the Treasury paid on all its outstanding 
securities, excluding the special issues to other Federal agencies, was 2.1593 
percent. However, the Interior Department’s interest rate is closer to the actual 
cost of the money to the United States Government than the corps’ original 
inerest rate of 3 percent. The corps now intends to revise this rate downward 
to 21% percent which would more closely coincide with the present overall interest 
rate on Treasury securities.” * 

Late in 1950 the Corps of Engineers fixed the value of property used for 
power production at $112,920,700, and it fixed the cost of producing power at 
$4,899,200 a year. As the committee pointed out this is $1,434,200 more than 
the cost as fixed by the Department of the Interior. 

“On November 6, 1950, the Corps of Engineers revised its figures and de- 
termined that the total investment for the three projects amounted to $159,881,000. 
For each project they appear to have allocated the total investment among the 
functions in direct proportion to the single-purpose alternative projects which 
would produce substantially the same benefits as the particular function would 
produce in the multiple-purpose project. The corps does not indicate whether or 
not these alternative projects are justifiable but presumably if they are it is 
by coincidence rather than by design. This method is in effect the separable 
projects method and produces a total allocation to power for the three projects 
of $112,920,700. From these figures of the Corps of Engineers the annual charges 
to power are: 


Pa CE A nr ee ee ee $3, 387, 300 
“Meena tou years at & percent)_........ 1, 001, 900 
“Operation and maintenance (allocated in proportion to operation 

and maintenance (allocated in proportion to operation and main- 

tenance costs of single-purpose projects____.__.__._-_____________ 510, 000 


a a Be ee 4, 899, 200 


“Thus, almost 2 years after the Interior Department has allocated costs, the 
Corps of Engineers has arrived at an allocation which is $1,434,200 greater 
due to: (1) Increased project costs, (2) a different interest rate to be charged 
for the use of the investment money, (3) increase in the estimated operation 
and maintenance costs, (4) a somewhat different method of amortizing in a 
50-year period, and perhaps, (5) a slightly different method of allocating costs.” * 

The Corps of Engineers of the United States Army pointed out to the House 
committee some of the major inconsistencies between the Department of Interior 
and itself. In a letter to the subcommittee the Chief of Engineers said: 

“The Corps of Engineers has not been furnished with the costs which the 
power marketing agency considers properly chargeable to power. However, 





5 Thid., p. 24. 
*Ibid., p. 24. 
TPHid.. n. 24, 


* Ibid., p. 25. 
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discussions between representatives of the power marketing agency and this 
office indicated that agency considered that power should not share in the joint 
costs, that a period of amortization substantially longer than 50 years should 
be used, and that a rate of interest of 2 percent should be used. These views are 
inconsistent with the information furnished to various committees of Congress 
by the Corps of Engineers in support of authorizations and appropriations, ac- 
cordingly the Corps of Engineers does not concur in those views.” * 

Representative Jones, chairman of the subcommittee, went on to state, “This 
statement indicates a considerable lack of coordination between the two 
agencies.” *° 

Similarly, the subcommittee pointed out that, “A considerable lack of coordi- 
nation also exists between the Interior Department and the Federal Power Com- 
mission.” “ The Chairman of the Federal Power Commission states: 

“* * * That the agreement (between the Interior Department and the TVA), 
dated December 18, 1948, provides that the schedule of rates and charges contained 
therein shall become effective upon confirmation and approval by the Federal 
Power Commission. Such confirmation and approval is, of course, required by 
the Flood Control Act of 1944. 

“Tn its letter to the Secretary of the Interior dated September 27, 1950, the Com- 
mission pointed out, among other matters, that, although the rates and charges 
contained in the above-mentioned agreement had been discussed briefly with 
Interior staff members, they had not been submitted for the approval of the 
Commission. It was urged that the Secretary meet with the Commission to 
discuss the various matters covered in that letter. In his reply dated Novem- 
ber 2, 1950, the Secretary of the Interior stated that his Department was engaged 
in a study of the questions relating to the entire problem of the establishment of 
rates for the disposal of power from Federal projects and that he would reply 
further as soon as substantial progress had been made in the matter.” ” 

Despite all of this, the Tennessee Valley Authority is paying only $3.5 million 
annually for power worth $11.5 a year. The committee pointed out: 

“The annual report of the Tennessee Valley Authority for 1949 clearly stated 
that the estimated average annual payments for the complete energy output of 
the three projects would total $314 million (Dale Hollow, $500,000; Center Hill, 
$1 million; Wolf Creek, $2 million). To compound the confusion, notwithstand- 
ing the fact that these figures were published, representatives of the Corps of 
Engineers appearing before the Appropriations Committee of the House of RKepre- 
sentatives when asked what the power revenues from the projects would be, stated 
that the power benefits from Dale Hollow would amount to $1,352,000, from 
Center Hill $3,515,000, and from Wolf Creek $6,673,000 annually. These benefits 
total over $1114 million as compared with the estimated $3% million revenue.” * 

By way of moderate understatement, Mr. Jones, speaking for the committee, 
went on to add: 

“* * * No satisfactory explanation of the nature of the benefits in excess of the 
revenues has been furnished the subcommittee. It is also to be noted that the 
fact that estimated costs are in excess of estimated revenues was not immediately 
obvious because these benefit figures were given when revenue figures were 
requested.” * 

Representative Jones’ cogent analysis of the sale of Cumberland River power 
to the Tennessee Valley Authority by the Southeastern Power Administration 
offers a clear and unequivocal illustration of how independent Federal agencies 
work at cross purposes when there has been a failure to develop a coherent and 
uniform power policy applicable throughout the Federal Government. 


Mr. Jones. Our next witness is Governor Frank Clement of Ten- 
nessee. 

Governor Clement has been delayed, so we will have to take a short 
recess, since he was scheduled to be the next witness. 

The committee will be in recess until we have a report on him. 

(Whereupon a recess was had.) 





® Thid., p. 25. 
20 Tbid., p. 25. 
1 ITbid., p. 25. 
2 Thid., pp. 25-26. 
3 Ibid., p. 26. 
4 Ibid., p. 26. 
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Mr. Jones. The committee will come to order. ’ 
Mr. F. W. Murray. Mr. Murray, your address is Birmingham ? 


STATEMENT OF F. W. MURRAY, REPRESENTING VARIOUS COAL 
COMPANIES 


Mr. Murray. Yes, sir. 

Mr. Jones. You are speaking on behalf of whom? 

Mr. Murray. Could I introduce the people I represent and let them 
stand up? 

Mr. Jones. Fine. 

Mr. Murray. I am F. W. Murray of Birmingham, Ala., with Mur- 
ray & Co., coal sales agents. I speak also for Mr. C. O. Stabler, 
president of the Morse McCormack Coal Co. in Birmingham; Mr. 
Clarence A. Lee, president of a coal company in Jasper, Ala.; and 
Mr. Ed Craig, secretary-treasurer of the Smith Coal Co. of Birming- 
ham, Ala. 

Mr. Jones. Fine. Do you want each of these gentlemen to make 
a statement or will you represent them ? 

Mr. Murray. They concur in what I say. We have been over this. 

Mr. Jones. We are glad to have you, Mr. Murray, and have the 
experience of hearing what your comments will be. 

Mr. Murray. We appreciate your hearing us at this time. We are 
all interested in the coal fields in Alabama, either in a sales or produc- 
tion capacity. Part of this coal field is within 100 miles of this new 
Colbert steam plant at Pride, Ala. We are not able to get as much 
coal here as we should, generally due to an inequity in per mile trans- 
portation cost. 

We agree with this portion of the Hoover report which I will read: 


This Commission considers the most important of the task force recommenda- 
tions as to navigation is that a “user charge” be imposed upon shippers over 
inland waterways. Today the nature of traffic over the inland waterways has 
shifted to bulk traffic such as oil, coal, and ore. Also, there has developed a 
traffic on large pleasure craft mostly on inland canals for the benefit of a minor 
number of persons. 

At present the Government maintains these waterways free of charges at great 
annual expense. 

The principle of tolls was established for inland canals early in our history. 
The Government imposes a toll for the Panama Canal and the legislation which 
authorized the improvement of the St. Lawrence, adopted by Congress in 1954, 
makes it mandatory that tolls be collected sufficient to fully reimburse the Gov- 
ernment for costs incurred in the construction, maintenance, and operation of 
the project. There is no distinguishing fact, theory, or principle to support 
user charges for the Panama Canal and on the St. Lawrence seaway, which 
does not equally support user charges for inland waterways. 

Aside from relieving the taxpayers of the cost of providing special privilege 
mostly to large shippers of bulk commodities and to large-size pleasure craft, 
such a charge even of small dimensions would quickly demonstrate which 
waterways have now become an obsolete service and thus indicate those where 
the cost of maintenance and operation could be eliminated. 

The cost of maintenance and operation of the navigation works on the intra- 
coastal waterways and the inland rivers is about 74 cents per 1,000 ton-miles, 
and for the whole system, including the Great Lakes, the cost is about 29 cents 
per 1,000 ton-miles. The railway freight rates would be upward of $17.50 for 
1,000 ton-miles. 


We heartily agree with the Commission on that—that is, the Com- 
mission on Organization of the Executive Branch of the Government, 
in that portion of their report. 

Mr. Jones. Are there any questions? 
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Mr. Reuss. The Panama Canal, of course, is used by ships of all 
nations; is it not? 

Mr. Murray. That is my understanding. 

Mr. Reuss. A large proportion of the traffic there is in foreign-flag 
vessels; is that correct ? 

Mr. Murray. I understand that to be true. 

Mr. Reuss. The traffic on our inland waterways is exclusively Amer- 
ican flag; is that correct? 

Mr. Murray. I believe that it is. 

Mr. Reuss. But you would nevertheless institute a toll system on 
those inland waterways, even though that toll would fall entirely on 
American users ? 

Mr. Murray. Those that use it. As I understand it, we all paid 
the expenses of making those waterways available. All of us did. 
And we should get some return for that. That is our view on the 
situation. By those who use it. 

Mr. Reuss. You would require those who use the inland waterway 
by their tolls to pay for the expenses of operation, maintenance, aaa 
the amortization of capital costs as well? 

Mr. Murray. I would not go so far as to say just how far it should 
be done; but certainly a portion of it should be taken care of by 
them, if not all of it. 

Mr. Reuss. A portion of the capital costs? 

Mr. Murray. And the expenses—the operating expenses. Do the 
rest of you agree with me on that portion of it? 

Mrs. Grurrirus. May I ask a question? 

Mr. Jones. Yes. 

Mrs. Grirrirus. Are you a coal dealer or do you own mines? 

Mr. Murray. A coal sales agent. 

Mrs. Grirrirus. Are you employed by the mines? 

Mr. Murray. On a sales commission basis. 

Mrs. Grirrirus. Are the waterways competing with you in some 
type of freight / 

Mr. Murray. I would say yes. For instance, quite a bit of this coal 
that serves the Gallatin steam plant, it is my understanding, comes 
from several times the distance by waterway from another field 
entirely, which is a much greater distance away than we are. 

Mrs. Grirritus. So that it works economically to your disadvantage? 

Mr. Murray. That is correct. 

Mrs. Grirrirus. Because they use a freer method of transportation ? 

Mr. Murray. That is correct. 

Mrs. Grirrirus. And a cheaper method of transportation ? 

Mr. Murray. That is correct. 

Mr. Reuss. What method of transportation do you use? 

Mr. Murray. Railroad. 

Mrs. Grirritus. Most of the railroad rights-of-way were given free 
to the railroads of this country originally, were they, or were they not? 

Mr. Murray. I could not answer that. 

Mrs. Grirrirus. Of course, most of them were given free. But, of 
course, they still have to keep them up. 

Mr. Murray. Yes. 

Mr. Reuss. Do you have estimates of the increase in traffic costs 
in the southeastern United States area if your proposal were adopted 
that the users of the inland waterways pay the cost of operation, main- 
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tenance, and some and possibly all of the amortization of the capital 
costs ¢ 

Mr. Murray. Will you repeat that? I did not get the first part of 
the question. 

Mr. Reuss. If the proposal which you have advanced here this 
afternoon should be adopted and made the policy of this country, do 
you have figures that you can supply us with as to the impact of the 
adoption of that policy on transportation costs in the Southeastern 
United States? 

Mr. Murray. We could probably get up such figures. We did not 
know about this. We were only informed of this hearing yesterday 
afternoon and came up here not knowing just what the nature of the 
session would be. We were here on very short notice. 

Mr. Reuss. It would be helpful to get your ideas on that. We have 
had testimony, for example, by the Corps of Engineers that on the 
Ohio River, which carries, as you know, a good real of inland trans- 
port, that making the users pay charges just for the costs of operation 
and maintenance alone, without anything for amortization of capital 
costs, would increase the transportation costs by 50 percent. 

We have had testimony on the Cumberland River that the institu- 
tion of a toll system there would eliminate all traffic altogether on 
that river. 

I just wondered what your idea would be as to the impact of your 
proposal on such streams as the Tennessee and the other navigable 
inland waters in the State of Alabama. 

Mr. Murray. Of course, I would not be for eliminating such a thing. 
I do feel that they should, as I mentioned before, certainly carry more 
of the load than they are carrying at this time. As to how far it 
should go is a matter that- would certainly have to be given more 
thought than just since yesterday afternoon. 

Mr. Reuss. Then you do not necessarily advocate that the tolls be 
instituted in an amount fully to cover operation and maintenance 
costs? 

Mr. Murray. At this time, with the limited information that I 
have, I do not go that entire distance. That is something that some- 
one better informed than I am at this time would have to determine, 
as to the extent to which it should go. But I think it should be given 
very serious consideration and study. 

Mr. Lirescoms. You are advocating the imposition of tolls that 
would put water traffic on a competitive basis with railroad traffic. 
That is what you are thinking of, so that you would have better com- 
petition in the sales of your product ? 

Mr. Morray. So that an inequity would not be created either way. 

Mr. Lrescoms. This figure which was quoted in someone else’s tes- 
timony may bring the waterway tolls within competitive reach of the 
railroads—that is what you are thinking of ? 

Mr. Murray. That is along the line of my thinking and the thinking 
of the others who are here with me today. 

Mr. Lirescoms. You are certainly not against water traffic? 

Mr. Murray. No; definitely not. 

Mr. Jones. Mr. Murray, do you ship any coal over the Warrior 
River system? 

Mr. Murray. No, sir; not at this time. 
Mr. Jones. Have you shipped any coal? 
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Mr. Morray. I believe not. I am sure not. 

Mr. Jones. If tolls were placed on the shipment of coal mined in 
Alabama that used the Warrior-Tombigbee system, how much would 
that decrease the production of coal in the State of Alabama? 

=r Morray. It would depend on the amount of the toll, I would 
think. 

Mr. Jones. It would depend on the amount of the toll? 

Mr. Morray. I would think so. 

Mr. Jones. The Hoover Commission makes the recommendation 
that the waterway toll be sufficient to cover maintenance and opera- 
tion, and that the Interstate Commerce Commission fix such charges. 
You have a high operating cost on the Warrior system due to the 
old age of some of your locks down there. Consequently the cost 
would be higher on the Warrior system than it would be in some of 
the new lockages such as we have on the Tennessee River. Therefore 
you would be placed at a disadvantage if the Interstate Commerce 
Commission were to fix a rate based on the maintenance and opera- 
tion costs, which are in excess there on the Warrior system of what 
they would be with a modern lockage system. 

I wonder what the condition of the coal operators would be if they 
were to face such a charge as that, since the movement of coal on 
the inland waterways is one of the large movements of commodities. 

Mr. Murray. That is a question I am not prepared to answer at 
this time. 

Mr. Jones. Your chief reason for advocating recommendation No. 8 
is based upon the fact that you now suffer a disadvantage in selling 
coal to some of the steam plants in TVA. Is that true, sir? 

Mr. Morray. Generally true, 

Mr. Jones. Do you think that the sentiments you have expressed 
are the sentiments and the feelings of a majority of coal producers 
throughout the uns 

Mr. Murray. I would not venture to make that statement. That 
is the reason why I specifically stated whom I represent. 

Mr. Jones. You ignore the fact that the coal operators are one of 
the heaviest users of the inland waterway system ? 

Mr. Murray. That is correct, and this so states that. 

Mr. Jones. If the cost of the movement of that coal were increased 
to take care of the Federal investment to cover maintenance and opera- 
tion of the inland waterway system, would it consequently mean that 
an increased price of coal would have to be exacted from the ultimate 
consumers of the coal ? 

Mr. Murray. Would it mean what? 

Mr. J ones. That the price of coal would go up. It would; would 
it not? 

Mr. Morray. The cost to the consumer would finally go up, possibly. 

Mr. Jones. It would be a cost to the producer which would in turn 
be placed on the consumer. You would have that come about in 
order to equalize all forms of transportation, and in order to see that 
all forms of transportation are charged the exact amount of cost for 
which you could move a ton of coal? 

Mr. Murray. Are you asking that question in connection with the 
difference in the Warrior system? 

Mr. Jones. I understood you to say in answer to the inquiries di- 
rected to you by Mr. Lipscomb that you wanted to see an equality in 
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the cost of transportation. Therefore you would increase the cost if 
we placed a charge on waterborne traflic as recommended in the Hoover 
Commission’s recommendation No. 8. 

Mr. Murray. I still am of the opinion that a portion of this cost 
should be shared by the—- 

Mr. Jones. The user? 

Mr. Murray. By the user. As to how much and as to how to go 
about it would take someone who is better informed than I am at 
this time. 

Mr. Jones. That recommendation is complete within itself. Let 
me read it to you: 

That Congress authorize a user charge on inland waterways except for smaller 


pleasure craft, sufficient to cover maintenance and operation, and authorize 
the Interstate Commerce Commission to fix such charges. 


So if the ICC were fixing the charge for waterborne traffic over 
the Tennessee River it would have to take the cost of operation and 
maintenance of all the facilities engaged in lockage and affording 
transportation, such as the dredging of the canal, and seeing that 
the 9-foot channel is kept clear, and snagging, and bar removal, and 
operation of the locks. All of that would be an amount which would 
be determined annually by the Interstate Commerce Commission and 
be taken into consideration in establishing a rate to cover that main- 
tenance and operation. It would be different on the Warrior sys- 
tem, because on the Warrior system you have locks and dams which 
are almost totally inadequate, so they would be high in operation and 
maintenance costs. Therefore you would have a different rate on 
that stream. 

Mr. Murray. I do not know that I fully agree there for this reason: 
As 1 understand it, and if I am incorrect in this I ought to be cor- 
rected—for instance, the Wilson steam plant I understand was a 
rather high-cost operation plant. Whether TVA charged more for 
the current that came out of that plant I do not know, or whether 
they lumped all of that plant together with the others and figured 
a cost for that Ido not know. But it is possible such a system could 
be worked out for all navigable streams. 

Mr. Jones. You mean compute the total amount? 

Mr. Morray. Possibly. 

Mr. Jones. The total amount of Federal investment for all of the 
navigation on the inland waterway development projects? 

Mr. Morray. Possibly. 

Mr. Jones. To arrive at a figure? 

Mr. Murray. Possibly. 

Mr. Jones. And even though the coal operators and shippers are 
carrying one of their most important commodities, coal, you would 
have the increase in coal charges imposed on the producers who ship 
that coal? 

Mr. Murray. I would be for that. Yes. 

Mr. Jones. Let me ask you another question. The President trans- 
mitted to Congress a request in the form of legislation which was 
subsequently considered by the Senate and passed there, but not in 
the House, and which will be considered again in the second session. 
That proposed legislation was that the Federal Government appro- 
priate some $24 billion, of which 90 percent would go to the inter- 
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state road system for use on a 40,000-mile system of superhighways 
to be used by the people of this country. Do you think, since that is 
a Federal investment, that the users of that highway should pay for 
the cost of construction, maintenance, and operation of that project? 

Mr. Murray. I am not prepared to afswer that question. 

Mr. Jones. Would it not fall in the same category as making Fed- 
eral funds available for the transportation system of this country 
where those funds are being invested in the navigation features of 
the streams of this country ? 

Mr. Murray. It might possibly be construed that way. It might 
possibly. 

Mr. Jones. If a trucking business is hauling over the highways, 
do you think that the coal trucks should bear the cost of the movement 
of coal over and above that of the ordinary users of the highway in 
paying for the highways they use? 

Mr. Murray. I have heard of some cases where the tax runs rather 
heavy on a commodity where the tonnage is over a certain amount 
on a highway. 

Mr. Jones. Of course, the steamships operating on an inland water- 
way pay taxes on their property and pay the Federal excise taxes on 
fuel and oil and grease and other commodities, which taxes the Fed- 
eral Government gets. It also goes into the Federal Treasury of the 
United States; does it not? 

Mr. Murray. I would think so. 

Mr. Jones. Therefore the water shipper is making a contribution 
in the same manner and in the same way that a user of the highway 
is, with the exception of having rates fixed by the Interstate Com- 
merce Commission; and also for the difference in ad valorem tax that 
he pays on the property employed in the transportation system. 
However, your chief complaint is against the disadvantage you suffer 
from competing mine operators in the western part of Kentucky who 
sell coal to the Colbert steam plant. Is that correct ? 

Mr. Murray. We say in that case it works a very bad inequity. 

Mr. Jones. What is your freight rate from the producing area up 
to the Colbert steam plant? 

Mr. Murray. Our freight rate from the producing area to the 
Colbert steam plant is $1.15. 

Mr. Jones. How does that compare with a bauxite shipment— 
with one coming from the Mobile area to Muscle Shoals, Ala. 

Mr. Murray. I do not know. 

Mr. Jones. Do you know what railroad company ships that bauxite 
from Mobile to Sheffield ? 

Mr. Murray. It is possible it could be the Southern, possibly. 

Mr. Jones. Isn’t the Southern also the railroad which serves the 
area where you would expect to ship most of your coal from Birm- 
ingham ? 

Mr. Murray. That is correct. 

Mr. Jonrs. In the Warrior field? 

Mr. Murray. That is correct. 

Mr. Jones. What rate reduction has been made to the operators 
in that area by the Southern Railroad Co. for the shipment of coal 
to Pride, Ala. ? 

Mr. Murray. What is that question ? 
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Mr. Jones. What rate reductions have been made to put you in a 
competitive position to sell coal to the TVA Pride station? 

Mr. Murray. There was formerly a rate of about $1.59, and there 
is now a rate of about $1.15. There was a rate of $1.59 to the Wilson 
steam plant, as I recall it. 

Mr. Jones. Were there not negotiations between you and the TVA 
and the Southern Railroad to try to arrive at a figure which would 
put you in a competitive position to sell coal ? 

Mr. Murray. Yes. 

Mr. Jones. Did that agreement bear fruit? 

Mr. Murray. We have not—they were not able to make us a rate 
as cheap as we told them it would take to get in there. We appreci- 
ated what they did. We think they went as far as they could go, 
but they were not able to meet what most of us 

Mr. Jones. Your immediate problem in favoring recommendation 
No. 8 is to see that a user’s toll charge be placed on the shippers on the 
Tennessee River and leave all of the other rivers free. That would 
suit you more than imposing tolls on all of the inland waterways, 
would it not? 

Mr. Murray. That is not what I said. 

Mr. Jones. That is in substance what you would have to conclude 
based on your testimony, would you not? 

Mr. Murray. I do not think so. 

Mr. Jones. Then you are for imposing the toll on all other coal 
operators and the shippers who are going to use these inland water- 
ways for the dispatch of the coal produced in these areas? 

Mr. Murray. We are for imposing a toll on all inland waterways. 
The amount of that toll, I would go so far as to say, we are not well 
enough informed on. But we do agree with the principle of this 
recommendation here. We agree with it in principle. 

Mr. Jones. Are there any further questions? 

(No response. ) 

Mr. Jones. Thank you very much. 

Mr. Murray. Before leaving I would like to see if there is anyone 
who disagrees or who wants to make a correction to anything I have 
said. Any of these gentlemen whom I represent? Mr. Craig? Mr. 
Stabler? Mr. Lee? 

Thank you very much. 

Mr. Jones. Thank you, Mr. Murray. 

Our next witness is the distinguished Governor of the State of 
Tennessee, the Honorable Frank G. Clement. 





STATEMENT OF HON. FRANK G. CLEMENT, GOVERNOR OF THE 
STATE OF TENNESSEE 


Governor CLement. Thank you very much. It is a pleasure to be 
with you and I want to thank you for this opportunity to appear. 

Mr. Jones. It is a pleasure to have you, Governor. We know of 
your great interest in the water resources not only of Tennessee, but 
we know that you are dedicated to the proposition of improving our 
water resources and the use of water wherever it may be throughout 
the country. 

Governor CLEMENT. Thank you very much. I want to thank you 
and each member of this committee for the privilege of being with 
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you. I am delighted to be here in the presence of the two distin- 
guished Senators from Alabama, Senator Sparkman and Senator Hill, 
both of whom have certainly shown not only a poe deal of interest 
in this problem, but have contributed a great deal constructively. 

Before I get into the testimony I would like to submit for your 
consideration, I would like to vives another observation. 

I received a memorandum recently from the commissioner of public 
health of the State of Tennessee, Dr. Hutchinson. He is well known 
to the health authorities in your respective States. He is a career man 
who served under several of my predecessors, and is a distinguished 
man in the field of public health. I do not know what prompted him 
in sending me such a memorandum, but he did send me a memorandum 
in which he said that within a very few years this water problem that 
you are considering today will be the No. 1 problem with which nearly 
every public official and the people interested in the welfare of the 
community, State, and the Nation, will have to concern themselves 
with. He went on to say that it would be a problem which would be 
not just one of the — ems, but in his opinion it will be the biggest 
problem probably of the day. 

So I offer you that from a man who did not know of this hearing. 
It was given to me long before this hearing was even scheduled. As 
I say, I have not seen him to find out what prompted the memorandum, 
but I thought you would be intereted in it. 

Congress is to be congratulated on the creation of this subcommittee, 
and you committee members are to be congratulated on the energy with 
which you are prosecuting your assignment. There is no more impor- 
tant subject among those that congressional committees have under- 
taken to investigate in recent years, than is yours, as I tried to indicate 
in my preliminary remarks. There is no graver physical concern con- 
fronting this Nation today than that of its future water supply and 
control. Not only our industrial and agricultural welfare, but our 
national life itself is involved. And our concern is measured not alone 
by the essential nature of water, but by several very serious problems 
that confront us in our efforts to plan ahead for an adequate supply 
and control for the future. 

Keeping pace with the explosion of population and the vast expan- 
sion of industry, that the middle years of the 20th century have brought 
to the United States has become an increasingly pressing matter. More 
than 1,000 American cities and towns have water-shortage problems. 
Underground water tables are reported to be lowering in most of the 
country. I am told that from Texas to California the average drop 
in the water table is 40 feet. Our industry has become a gargantuan 
consumer of water. I am told that it takes 320,000 gallons of water to 
produce 1 ton of steel—600,000 gallons of water to produce 1 ton of 
synthetic rubber. And so on. 

Stream pollution is perhaps an even more serious aspect of the water 
problem than the quantity of supply itself. We are told that millions 
of citizens—31 million, in fact—live in cities with no water treatment 
facilities at all. And there is another forty-odd million that have 
facilities in varying degree inadequate. 

I would not tax you gentlemen with facts that I am sure are already 
familiar to you, but I recall these merely to circumstantially frame 
the cause and occasion that brings us together in this hearing. It was 
in response to so grave a situation that the President of the United 
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States 2 years ago gave into the hands of his Commission on Organi- 
zation of the Executive Branch of the Government the problem of 
water resources and power in its relation to our political life. And 
it is for a resolution of oyr imperative water problems that this Com- 
mission and the task force named by its Chairman to study this specific 
assignment, have compiled and presented their three-volume report 
to the Congress and the public. 

I am not competent to speak on all matters reported and commented 
on and recommended about in these volumes that your subcommittee 
is concerned with. Moreover, I can speak merely as a layman and a 
public official. But there is one enterprise and area in particular 
that come into the considerations of the Commission and the task force 
about which I do feel that I am capable of bearing witness. And that 
enterprise is the Tennessee Valley Authority, and that area is the 
area in which we now are gathered, that of the Tennessee Valley. 

However, in reviewing the Commission report and adding to this 
my examination of the report of the task force on water resources and 
power, I gain the general impression that Mr. Herbert Hoover and his 
associates are recommending for the remainder of the country, on 
the subject of water resources and power, the New England system— 
that is, private-power lobby paralysis and yearly fiood washouts. 

Now we have known something of that system in the Tennessee 
Valley, though it was a long time ago. And those of us who have 
any knowledge, direct or indirect, of that earlier day, I am sure do 
not want to see its return. I don’t even believe that the people of 
New England, just after the recent costly floods they have suffered, 
would want to wish the New England system on anybody else. 

Mr. Jones. Governor, we have just returned from a hearing up 
there. 

Governor Ciement. Is that right? 

Mr. Jones. Of course, I think the people of New England are pay- 
ing for their indifference toward their water-resources problem. We 
were cheered by the fact that it looks now as though they want to do 
something about it. 

Governor CLEMENT. I will say this to you, Congressman. I do not 
claim to have the answers to all of the problems and I do not believe 
the Governor of Tennessee should attempt to tell the governors of the 
States of New England what they should do; but I do think that all 
of the people of all the country must be concerned about the terrible 
situation which they have been confronted with. 

Speaking for the people of Tennessee, we are willing to do what- 
ever—in the framework of our Government and our Constitution— 
whatever is morally right and legally proper. We are willing to bear 
our share in trying to see that the people of New England get not 
only charity from us after the floods, but help from us so that they 
will not occur in the first place. ’ 

Ladies and gentlemen, as I understand the significance of the 
Hoover Commission report, I would say that while its reeommenda- 
tions are briefer, more indirect, and more abstractly worded, they 
would be scarcely less destructive of the TVA and the idea behind it 
than those of the task force itself. The Commission did not openly 
and militantly and specifically and by name assail the Tennessee 
Valley Authority, its operations and aims, but at least two items 
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under recommendation No. 1 would have drastic effect upon the TVA. 
Item (/) : 

That all Federal agencies administering revenue-producing water resource and 
power projects should pay all cash revenues to th@ Treasury as miscellaneous 
receipts, and receive an annual appropriation for cash operating expenditures— 
is the first of these. You folks are perhaps more familiar with the 
effect of this provision on the TVA "sh Iam. But I will point out 
that as you know it would be destructive of all Government corpora- 
tions, and the TVA in particular, for these entities were set up for the 
very purpose of delegating administrative authority to hands devoted 
to the specific task. The effect of this item would be to place Congress 
in the business of administering not only the TVA, but every other 
Federal corporation. Members of Congress would be excessively 
burdened and it would be indeed an impossibility for them to ade- 
quately inform themselves to intelligently administer the affairs that 
would thus be brought before them. Moreover, it would open up the 
TVA and other Government corporations to a paralyzing interference 
on the part of anyone in either House of Congress who, for whatever 
reason, might want irresponsibly to throw a monkey wrench into 
their operations. 

Item (7): 

That regulation of rates for sale of electrical energy by all Federal agencies 
be vested in the Federal Power Commission. 

That is a serious mistake, we think, and a pious disguise for the real 
pocket picking planned for the poorse of this country in this Hoover 
report. This item is a respectable and indirect fashion of getting at 
the real purpose, aim, and intention that animates the task-force study 
and report. Item (¢) is unmistakably aimed at the removal of the 
“resale clause” from the TVA Act, and thus to remove from the Ameri- 
can scene the idea of public yardstick power production and effective 
regulation for the rates of the public utilities of this country. 

Now, members of the committee, if anyone has any uncertainty 
about the intention and the significance of that language, let me refer 
him to the key, the pony, the jack that translates it into more specific 
and meaningful terms. I refer to volume I of the task-force report 
on water resources and power. And in that report I will cite the 13th 
recommendation, the part designated 13.7. I quote: 

That the Congress enact legislation to repeal the so-called preference clause 
from all legislation wherein it appears, and substitute a provision that no pur- 
chaser of federally generated power shall receive more than a fair return from 
the resale thereof, and further enact legislation to prohibit Federal agencies from 
fixing resale rates except to the extent that these may come under the juris- 
diction of the Federal Power Commission. 

In other words, prohibit the TVA resale clause. The proposal is 
arrogant and ridiculous. 

Members of the committee, in recommendation 13.7 an effort is 
being made to turn back to a period which saw not only the people, 
fate, and fortune turn against the political leadership, but 20 years 
of history itself recorded proof of the error. In this action you have 
the nurtured wound of a group who would turn back the clock in a 
fantastic effort to rub out the past and pretend that it never hap- 
pened—to rub out the proof of the mistakes that they are still unwilling 
to admit were made. 
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These recommendations are aimed at bringing to an end 20 years 
of national progress under the inspiration of the TVA idea that has 
brought to this whole country an average reduction—to this whole 
country, and not to the TVA area alone—in its electric rates of 60 
pemeees but there had to be a yardstick by which the reduction could 

measured and to inspire it in the first place, a reduction accom- 
plished in the face of inflation and a generally increasing range of 
prices. ‘These recommendations are aimed, blindly or not, at an era 
of low-cost and abundant electric power. 

Members of the committee, the age we live in bears a complex appear- 
ance—and I was about to add, sometimes a counterfeit aiid de we 
know that in much that appears to us on the official face of things 
there is deception. 

Impressive entitlements, scholarly language, and distinguished 
format in the presentation of congressional reports are no proof of 
worthy pnblic purpose and no security against the machinations of 
devious, selfish interests in this country. We are none so simple that 
we do not know that entrenched predatory interests may parade before 
us in imposingly respectable literary habiliments. At all events, to 
reach a realistic opinion of the validity of any report presented to 
the Congress by a putative research and study group it is profitable 
to have firsthand knowledge of the way in which the examination was 
conducted, and information on the interests and prejudices of the 
individual men who make up the group reporting. 

I say this with this understanding, talking to an honorable group 
representing the United States Congress: Even if you should agree 
100 percent with the report which was brought in by that group because 
of some honest conviction on their part that that is what should be 
done, I ask you to search your conscience and your mind and sense of 
fair play as we look at the task force itself and its membership. 

Some 17 months ago the water resources and power task force of 
the Hoover Commission made their appearance in Chattanoga, Tenn. 

Although I am happy that this testimony today will be made avail- 
able to the entire group individually and collectively, I wish to remind 
you as a matter of ethics that I stood before that group, as I am before 
you today, and testified. I told them what I thought in as courteous a 
manner as I could—they were meeting in my State—of the fact that 
we were not represented and I did not think the people were repre- 
sented on their group. So this will come as no surprise to the task 
force that I feel this way, since I told them that face to face. 

This group, headed by Adm. Ben Moreell, held a hearing there 
lasting 2 days. I was one among the 35 or 40 witnesses appearing 
before this group. A number of other witnesses from the “abe were 
also sympathetic toward the TVA and presented facts to support our 
position. There were others present from outside the valley who were 
openly hostile toward the TVA. This, of course, was not unusual. 
The unusual circumstance in the situation was in the open disaffection 
and even hostility toward the TVA evidenced by Admiral Moreell and 
many other members of the task force. 

We felt like a prisoner must feel on trial, being tried for something 
he does not feel he is guilty of, and facing a jury picked to try him and 
facing 12 men 
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Mr. Jones. Governor, have you seen the news report of the admiral’s 
speech over at White Sulphur Springs, in which he said that public 
power was a fraud and a delusion ¢ 

Governor CLEMENT. Yes, sir. I was not surprised at it and at his 
attitude, but I think it is shocking proof of the very thing I am trying 
to prove here today, Congressman Jones. As I said, I think we felt 
like a prisoner of this public power shortage—a prisoner who feels 
he is innocent and asks only a fair trial and sits there and watches the 
prosecuting attorney keep moving around the courtroom until they 
have 12 people who are pledged to convict. That is just about the 
way we felt at the hands of this task force. 

I will say this for their honor. They made no secret of their atti- 
tude, as 1 am going to show here in a minute. They were asked to 
serve on a group, and this group is one group that you have to give 
credit for this. They may have made their report in a devious way, 
but they certainly did not take their seats as members of this task 
force with any deception surrounding them. The world knew where 
they stood. That attitude became explicable to us, however, upon 
examination of their background. We found that various members 
of the task force had openly spoken their opposition in previously 
uttered public statements. 

To begin with, it would be well to remember that Mr. Hoover, the 
Commission head, as President of the United States in 1931, vetoed 
one of the early TVA bills. And just before he accepted the chair- 
manship of the Commission in question he said in a public speech 
assailing public power, and I quote: 

The object of the whole proceeding should be to get the Federal Government 
out of the business of generating and distributing power as soon as possible. 

And in doing this, he then set forth his blueprint, of which the 
Commission in question and the task force were to be an important 
part. 

Moreover, the head of the task force, Admiral Moreell, said on 
November 10, 1952, in an earlier statement than that which the Con- 
gressman just referred to, in an address entitled “To Communism— 
Via Majority Vote,” and I quote him: 

The policy is now for Government to take land from private owners, and in 
strict accord with Marx’s doctrine, to use it for public purposes. The public 
purposes may be an irrigation or flood-control district, a Tennessee Valley 
Authority, or a Bonneville power project, forest land and oil reserve or any 
one of a number of others. 

I am sure you can understand how we felt with the head of the 
task force looking in on our problems to see what he could do to help 
us and saying that we are proceeding in the TVA strictly according 
to Marx’s doctrine. There you have some revealing words from 
the admiral relative to his attitude on conservation in general as well 
as public generation of power. 

Other members of the task force have indicated their prejudices 
also. Let us look at a few of them. 

W. W. Horner, in a pepe in the Journal of the American Water 
Works Association, July 1946, said, in speaking of the TVA act— 
I quote, and with implications which I am sure will be annarent to 
you: 

The other provisions of the bill seem to have been based on assumption that 
the Tennessee Valley had a degraded population, one incapable of looking after 
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itself and probably incapable of improving its condition even in the light of the 
development proposed. 

I do not think that the people of New England are a degraded popu- 
lation. I think they are as fine a people as there are on the face of the 
earth. They do not have a TVA and may not want one, and I am not 
suggesting they should have one. But I do say this—and we are sorry 
to have to say it—their homes have been flooded recently, but they are 
not a degraded people now because their homes were flooded and they 
were not able to do something to prevent it. 

Governor Bracken Lee, of Utah, in a statement introduced before 
the Senate Committee on Public Works on proposals for a Columbia 
Valley Administration, declared : 

Utah is definitely opposed to a Columbia Valley Administration, or any other 
such form of authority. 

I respect the Governor’s right to feel that way, but am merely citing 
this statement in the light of his statement. 

Leslie A. Miller, of Wyoming, in Reader’s Digest, August 1950, 
in an article entitled “What Does CVA Mean to You?” and subtitled 
“Prime Example of Creeping Socialism,” contends that CVA (Colum- 
bia Valley Authority) is— 

* * * just one more step in an ambitious effort to socialize the electric power 
industry as a big stride toward socialism. 

Harry W. Morrison, of Boise, Idaho, said in the monthly publication 
of his big contracting firm: 

The Interior Department of the Truman administration, backed by political 
pressure of those who long have urged the imposition on the prosperous North- 
west of a CVA patterned after the dictatorial and tax-free TVA that destroyed 
private-enterprise power interests in Tennessee and neighboring States, while 
creating a degree of sectional prosperity at the expense of all the Nation’s tax- 
payers. 

He did agree, whether he meant to or not, that we had enjoyed some 
prosperity with TVA. 

Harry E. Polk, of Williston, N. Dak., in a speech at the meeting of 
the National Reclamation Association at Amarillo, Tex., in 1951, in 
speaking of “the threats of valley authorities,” declared there that 
advocates of an MVA (Missouri Valley Authority) had introduced 
three bills— 


seeking this dictatorial scheme of control of all the water resources of a great 
river basin— 


and warned against substitutes, saying: 








While called by some other name, they are not less socialistic in their aim. 


Arthur B. Roberts, consulting engineer, of Cleveland, Ohio, in the 
January 1935 issue of the Electric Light and Power, wrote an article 
purporting to show that the TVA rates applied to Tupelo, Miss., did 
not produce sufficient revenues to cover costs if applied by public 
systems in Seattle, Wash., and Cleveland, Ohio. 

I know that Tupelo had not even completed a full year’s operation 
when the article was written. If the gentleman had only gone on a 
little further and corrected himself he would have found that it did 
make a profit the first year. 

Robert W. Sawyer, of Bend, Oreg., appeared several times before 
congressional committees in opposition to bills providing for CVA 


and MVA. 
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William D. Shannon, Seattle, Wash., in the Principle of Sound 
Water Policy, along with the other engineers on this task force who 
were members of the task committee on hydroelectric power set up by 
Engineers Joint Council, expressed the view that— 


Federal power in excess of the needs of the Government, itself, should be mar- 
keted only at wholesale. 


And— 


such power should be sold without priorities or preferences, in any respect, to 
any purchasers, consumers, or class thereof. 

And, to show you we are trying to be fair about it, it was Charles L, 
Andrews of Memphis, Tenn.’s lone representative on this task force, 
who said at the time of his appointment : 


I am a strong advocate of free enterprise and feel that TVA has gone too far 
afield. 


And later: 


I have always felt the principle of TVA is wrong; it is socialistic in that it is 
Government in business interfering with private enterprise. 

To you distinguished Congressmen we speak of majority rule or, 
even if you want to put the majority in the minority, we speak of just 
representation. Mr. Charles L. Andrews is a very fine man, I am sure, 
but he is a member of one of the smallest minorities you can locate in 
Tennessee. You cannot find any minority group in Tennessee that is 
as small in comparison to the whole as those who agree—just straight 
out agree—that TVA people are socialistic. Yet we were very gener- 
ously provided with a representative on this task force Commission. 
By looking over the State delicately they found him. 

I want to congratulate whoever selected people like this from our 
State. Again I say Mr. Andrews is a fine man and a man who will 
stand up and say what he thinks. However, whoever did the selecting 
ought to be put to work for the FBI, because they are detectives, being 
able to find people like this. 

Our people in the vast majority are not of that opinion. You have 
to hunt in Tennessee to find people who are just openly against the 
TVA system. They hunted and found somebody and put him on the 
task force to represent us and 314 million Tennesseans. And they talk 
about majority rule. 

I am addressing myself now to you folks with your understanding. 
I know some of you are bound to have some very definite tendencies 
toward the substance of the report, but let us just look at who made up 
the group that made this report and at how well we were not 
represented. 

Mr. Jones. You want the jury polled ? 

Governor CLEMENT. I will tell you this: There was no need of find- 
ing out before the jury took their seats what the poll would show, 
Congressman. There was no need for a poll. 

And on the other side of the question, members of the committee, 
diligent search has not revealed that any member of the task force 
has ever spoken publicly sympathetically about TVA—or even under- 
standingly about TVA—and again I told them so in Chattanooga. 
IT felt it was only fair to do so. 

These facts become even more relevant in view of the recent com- 
ment by the Chairman of this Commission, the Honorable Herbert 
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Hoover, in the November issue of Democratic Digest under the title 
“Reorganizing The Government as Mr. Hoover Sees It.” Now, Mr. 
Hoover is at some pains to point out that there were both Democrats 
and Republicans on the Commission and the task force. That is a 
misleading statement. And he would offer us the ingenious argument 
that this makes it unbiased, nonpartisan, and objective. 

In that article he said, and I quote: 

The Water Resources Task Force was not packed with special interests. It 
comprised 15 enginers, 5 lawyers, 3 governors, or former governors, and a public 
accountant. They included members of both parties. 

That is real impressive when you look at that statement without 
inquiring into their background. When a motion was made in the 
Commission—now get this: 

When a motion was made in the Commission to place 3 persons on the task 
force “who believe in the principles of Federal public power development” it 
was tabled by a vote of 10 to 1, in which 3 Democrats concurred, on the ground 
that such action would necessitate appointment of 3 persons also to represent 
the public utility interests. 

Members of the committee, that contention would insult the po- 
litical intelligence of the members of even a ladies’ garden club— 
with all due respect to the ladies, and they are very intelligent—but 
the members of the ladies garden club as a rule are concerned with 
things that are just not straight out-and-out political. 

The signifiicant fact to note in the statement is that the idea of 
having the viewpoint of public power development represented on 
the task force was turned down by the Commission 10 to 1. Just 
the viewpoint represented. If we had asked for equal representation 
maybe that would have been something else, but just somebody there to 
keep the record straight, who understood. 

Let us talk about the river-basin unit for a moment. 

The Commission report in several places speaks of a river basin, 
or river system, as being an economical unit for unifying the opera- 
tions of conservation and water use and control. And several times 
the Commission criticizes Federal activities in connection with con- 
servation and water control as either conflicting and overlapping, 
or both. On pages 12 and 13 of the report there are listed 25 princi- 
pal Federal agencies having functions relating to water and its use 
or control. And the report comments, and I quote: 

The list amply illustrates the diffusion of authority among the agencies on 
water development, and the need for clarification and coordination. 

Spelling out the point of economy in operation, the report says on 
page 30, and I quote: 

With some exceptions, the critical place for coordination of water-develop- 
ment projects is at the river-basin level. 

Yet the TVA, created by the Congress in its wisdom after 10 years 
of consideration and experimental investigation of the problem, to 
produce the unified multiphased development of the natural resources 
of a great river system—the TVA, which conforms exactly to the 
idea of the most coordinated and efficient development of a river 
basin—the TVA comes in only for criticism and condemnation. 

Yes. The Hoover Commission would strip it of flood control and 
other nonpower activities; prohibit construction of new stream ca- 
pacity; revive Dixon-Yates deals by forcing TVA to supply grow- 
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ing power needs from surrounding private power companies; and 
force up rates by legislative action. | ; 

I would like to oppose what I regard as another inconsistency in 
the recommendations of the report with respect to that proposal to 
transfer the work of the Soil Conservation Service to the Covpe of 
Engineers. 

In this connection we are making notable progress in Tennessee 
under the Federal Watershed Protection and Flood Prevention Act— 
Public Law 566 of the 83d Congress. After passage of this act by 
the Congress we received eight applications for Federal assistance 
aa watershed associations and soil-conservation districts in the 

tate. 

I appointed a three-man committee to represent us and to pass 
on the applications submitted by the people of the small watersheds 
and to otherwise cooperate with the Federal agencies and local groups 
in reducing flood damages and soil losses on these watersheds. 

Two members of the committee I appointed are from the two State 
agencies having a direct interest in these small watersheds—the de- 
partment of conservation and the department of agriculture. The 
third member is an outstanding farmer in west Tennessee, where the 
greatest interest in watershed conservation and development is now 
centered. Through this committee our State government is or- 

anized and ready to bring integrated State action needed to assist 
in dealing with the many problems associated with flood prevention 
and conservation in small watersheds. 

In fact, our State committee has already proved two such watershed 
applications for Federal assistance in planning and within a short 
time will approve others. Both our conservation department and our 
agriculture department are making major contributions to this pro- 
gram as well as other departments of State government which have 
an interest in this program. I am very pleased with the leadershi 
manifested by our State watershed committee and the vigor wit 
which it has worked with our local citizens who have high interest 
in watershed conservation and development. 

I would like to emphasize a point which I am sure is well known to 
this committee. The problems in these small watersheds are largely 
agricultural in nature. Soil erosion, crop flooding, sanded bottom 
lands, rural road damage, all occur due both to lack of water-control 
structures as well as lack of adequate conservation treatment on 
the farmlands of the watershed. 

To construct water reservoirs without adequate land treatment 
to insure their permanency would be unwise use of public funds. 
The small engineering structures must go hand in hand with the land 
treatment on the farms of the watershed. I do not believe that these 
two functions can be separated without jeopardizing the success of 
the whole small watershed program. I therefore strongly oppose the 
recommendation of the Commission on Organization of the Executive 
Branch of the Government which recommended that headwater dams 
in the flood-control program of the Department of Agriculture be 
transferred to the Corps of Engineers. The work of the Corps of 
Engineers, the Soil Conservation Service, the Watershed Committee 
the TVA, and other agencies in this field have been well coordinated 
in Tennessee. Data is exchanged between all these agencies to expe- 
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dite the watershed, the soil conservation, and other related programs 
in Tennessee. I urge that these agencies be allowed to continue the 
program as it is now set up in this State. 

At the very outset of my remarks I spoke of the size and gravity 
of the trouble ahead for us on water supply. And I would return to 
this panoramic view for a final comment. 

America’s thirsty cities, factories, and farms today are scooping 
water from the Nation’s rain barrel with a giant dipper. Every man, 
woman, and child today, I am told, consumes almost twice as much 
water as his grandfather did. And for all of us in the country at the 
present that aggregates 200 billion gallons of water a day. That isa 
staggering amount. But there are experienced and expert calculators 
who tell us that our water demand will double even that enormous 
amount in another 20 years. 

It is said that so terrific was his concern with the problem that this 
presents for this country, that the late Albert Einstein in the years just 
preceding his death became almost obsessed with it. And all informed 
and responsible men in this country are deeply concerned over our 
future water supply. 

Indeed, even the Hoover Commission in its report on the conditions 
and prospects presents an alarming picture. 

Yet, what does this Commission and its task force recommend? 
What do they recommend in answer to our grave national problem ? 
What do they recommend for the control and use of our rainfall? 
What do they recommend for greater coordination and economy in our 
natural units of operation, our expansive river systems that so often 
transcend the borders of a single State? What are their recommenda- 
tions looking to mastering destructive regional floods and equally de- 
structive regional droughts? 

What do they recommend? I quote the report’s comment on page 
29, and so far as I could find, the only comment on this country’s over- 
all responsibility. 

Here are their words: 
It does not come within the purview of this report. 


Yes, niggling complaints about overlapping Federal agencies and 
proposals that functions be shifted back and forth. We get railroad 
arguments against free travel on navigable streams. We get private 
utility company arguments against Federal hydroelectric enterprises. 
We get nine points of a supposed national water policy that are pious 
and ambiguous expressions and in conflict with other recommendations 
and don’t add up to much of anything. 

But where are the recommendations on national policy that will 
better secure our water resources—that will prepare us for our future? 

It does not come within the purview of this report. So they say. 

Ladies and gentlemen, the highly touted Hoover Commission would 
recommend the village bucket brigade to put out an atomic fire, and 
the family hand pump to irrigate the midspan of a continent—and a 
batteau without paddles in which to abandon our eastern seaboard to 
the unavoidable ravages of unrestrained flooding rivers. 

That is about the only conclusion I can draw from the report. As I 
hope to have noted—and if not, I will remove all doubts—I am not 
oaly disappointed, I am not surprised, but I am concerned about the 
report made by this task force and the Hoover Commission in this 
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regard, and about the things they did not report about, or at least 
that they did not suggest what to do about. 

I have attempted to give you my views. I believe that these views 
represent the views fo a majority of the three and a third million 
constituents for whom I am supposed to speak. To the extent they do 
not, I express regret, with the hope that others who do disagree with 
what their Governor from Tennessee said today will come forward 
and express their disagreement and give you the benefit of their views. 
You are entitled to them. But I have spoken frankly and I have 
spoken without reservation, because the problem is too big and :t is 
too important to us to hold back. 

If there are any questions I can answer it would be my pleasure. If 
there are any questions you would like to propound which I either can- 
not answer or which I would prefer to try to get more accurate data 
on, I can assure you I have people here to take note of it and we will 
get to any one of you, or to all of you, such information as we are able 
to gather from the sources available to Tennessee, 

Thank you very much. 

Mr. Jones. Thank you very much, Governor, for your most excellent 
statement. 

Are there any questions? 

Mr. Reuss. Mr. Chairman. 

Mr. Jones. Mr. Reuss. 

Mr. Reuss. Governor, I was interested among other things in what 
you had to say about the work of your State committee with respect 
to processing applications for watershed assistance under the Federal 
Watershed Act of 1954. Do you happen to have personal knowledge 
of the nature of those applications ? 

Governor CLement. Of the nature of them and the procedure 
followed ? 

Mr. Reuss. Yes. What are they for? 

Governor Ciement. All right. What I would like to do, with 

our permission, is this. Mr. Cheney, will you make a note of this? 

will see that in tomorrow’s mail we dispatch to your Washington 
office, if you would like, a condensed summary report of what they have 
done to date and what the applications have consisted of. Also tell 
the Congressman 1, 2, 3, what our situation has been in Tennessee, 
if that is satisfactory. 

Mr. Reuss. I will appreciate it. 

Governor CLement. With copies to the other three members. If 
there is anything else we can get we would like the opportunity to fur- 
nish you with the information. We feel you want to doa job. Wedo 
not feel you are down here to represent a partisan viewpoint. We want 
to give you any information we have, and whether it is good or bad 

from our viewpoint, if you will let us have the opportunity to try to 
serve you, by your asking questions, maybe in that way we can remove 
some misunderstanding; or, if we are wrong, maybe you can enlighten 
us. We will try to accept any constructive criticism. 

Mr. Lirscoms. Governor, has your State setup any sort of water 
resources board or policy committee ? 

Governor CLEMENT. Yes, sir. We have a commission or commit- 
tee which I appointed pursuant to action in the last legislature, whereby 
we are making studies of the problem. It is a committee that has 

representatives, for instance, from our health department, as well as 
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agriculture and the field of commerce and conservation. We are mak- 
ing some studies of our own involving this whole problem. It 1s not 
a study to try to determine necessarily what you at the Federal level 
should do for us, but a study to see vies we should do and can do on 
our own, both independently of you and in conjunction with you. 

As I said at the beginning, Congressman, our commissioner of public 
health has been, to me, surprisingly concerned about this water prob- 
lem. His memorandum to me—and I wish I had it with me today— 
did not deal with any criticism of anybody, and I do not think it even 
made reference to the Hoover Commission report, or anything else. 
But he was dealing with a problem and he said within a few years, 
flatly, it is going to be the problem that all of us are going to have to 
face. 

Mr. Lirscoms. Does the State of Alabama make appropriations 
out of their State treasury for flood control, or water resource develop- 
ment and pollution of rivers ? 

Governor CLEMENT. I cannot speak for the State of Alabama. Did 
you mean Tennessee ? 

Mr. Liescoms. I meant Tennessee. 

Governor CLEMENT. Excuse me. I thought perhaps you were ask- 
ing me about the State of Alabama. 

{r. Lrrscoms. I am sorry. 

Governor CiemeEnt. That is all right. 

I have a very good friend here who is very familiar with the State 
of Alabama and I am sure he will see you get any information you 
want there. 

In Tennessee, so far as making appropriations to take care of flood 
control, and this, that, and the other, and independent appropria- 
tions of that type, no. But as far as making appropriations which 
are used in conjunction with TVA and other agencies through the 
conservation department and otherwise, in a kind of coordinated 
program, yes. We are working very closely with the TVA, and they 
are shifting from time to time certain of their responsibilities over 
to us. 

After they have guided a program and gotten it under way and 
reached a point then they say, “now we think you ought to begin 
thinking about taking this program over on a State level and carryin 
: forward, and you are in a position now to do so on a coordinate 

asis, 

As far as an out-and-out appropriation of a half a million dollars to 
be designated as our flood-control program; no, sir. 

Mr. Liescomsn. If the Congress ever does set up a national water 
policy, do you see anything wrong with including in that policy 
that the States should be interested at the local, city, county, and 
State level in participating financially ? 

Governor Cement. Very frankly, that is a hard question for me 
to answer, not knowing what other qualifications and what not might 
be involved. But with your permission I would like to sidestep that 
question in favor of a statement of policy, or principle, or philosophy, 
or whatever you want to call it, as far as I am concerned. 

I think it is perfectly all right where lower units of Government 
are able to do so, where it can be worked out. When the program’s 
effectiveness will not be subordinated to political desires or theoretical 
principles as such, I think it is perfectly all right for the lower unit 
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of government to participate financially in any program of that 


type. 

Mr. Jones. Will the gentleman yield ¢ 

Governor CLEMENT’. Yes, sir. 

Mr. Jones. Is it a fact that the 1944 Flood Control Act expanded 
the field of operations in which the Federal Government would par- 
ticipate in flood-control projects with participation by local govern- 
ments in such things as revetment works and dikes ? 

Governor CLEMENT. That is correct. 

Mr. Jones. And drainage problems. The Congress in the last 
river and harbor and flood-control omnibus bill passed several author- 
izations for projects requiring local participation exceeding 10 per- 
cent of the total cost. 

Governor CLEMENT. That is correct. 

Mr. Jones. I did not mean to get you off your subject, Governor. 

Mr. Lirscoms. Governor, you went into great and detailed language 
about the members of the task force. 

Governor CLEMENT. Yes, sir. 

Mr. Lirscoms. Is your concern and feeling about the task force the 
complete objection that you have to the report that was issued by the 
entire Commission; or have you analyzed, or have the people in your 
department analyzed, every specific recommendation, and do you find 
that you can agree with none of them, or that maybe they are of some 
good, or medium good, or no good? Or, is it just your complete lack 
of confidence, because of your lack of confidence in the Commission’s 
Task Force and the treatment you received ? 

Governor CLement. I will answer that 1, 2, 3, in this way. May I 
say this: They were a very courteous group. Weenjoyed having them 
sit in Tennessee. They were a very pleasant and very intelligent 
group of people. But first of all, they were a group who had probably 
in many cases taken a position before they ever sat down to hear the 
evidence. In other words, they brought in their verdict and then 
they said, “Now let us receive the evidence which will support this 
verdict.” 

That, of course, left us with a very definite lack of faith in them to 
begin with. 

econdly, we did not have any hope that we would get anything 
better than what we got. 

However, thirdly, we have studied the report and we have done so 
with the hope that we were mistaken. This is so important to us 
that we would gladly be mistaken and we would be delighted to be 
able to issue a statement in which I could say, “Surprise of surprises ; 
the group that we thought was stacked against us has come in here and 
they have seen the light.” We would be most happy to do that, but 
apparently we were unable to convince them. 

I disagree first of all with the manner in which they were selected, 
to the extent that only one view was given representation. 

Secondly, I disagree with the report that they made. 

Thirdly, although again I do not hold myself out as an expert, I 
have had members of my staff whom I do consider to be experts in 
various fields, study it, because I do not want to put myself in the 
position of coming down here and taking a public position on some- 
thing which would be ridiculous or would be wrong. ‘To the extent 
that I discussed it here, we are certainly in disagreement. I would not 
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say that there is no statement in there that I could not agree with. To 
the contrary, in some cases in there you will have a statement that on 
its face sound all right, but then you have to go behind the statement 
and say, “Now what does this dof What is it they are really doing?” 
This is a disguise. This is a deceptive thing. 

If someone asked me if I disagreed with the principle and if they 
asked me what do you think of having 15 engineers, 5 lawyers, 3 gov- 
ernors, or former governors, and a public accountant, representing 
both parties, studying this water problem, I would say, that is wonder- 
ful. That sounds to me like the greatest thing I ever heard of. I 
would just assume there would be enough fairness in there so that we 
would not poll the jury before the evidence goes in, to go back to the 
statement that has been made. 

Mr. Lirscoms. Of course, I have heard the criticism many times 
that you have made. 

Governor CLEMENT. Yes, sir. 

Mr. Lirescoms. But I have always been rather interested in the fact 
that the task-force report went to the Commission and that 4 of the 
(Commissioners issued dissents, namely, Commissioner Holifield, who 
issued the most complete dissent, and Commissioners Herbert Brownell 
and Flemming, who issued 1, and then James Farley who issued 1. 
Still, Styles Bridges, John McClellan, Robert Storey, Clarence Brown, 
Joseph P. Kennedy, Sidney Mitchell, and Solomon Hollister accepted 
the report and went along with it verbatim. 

I cannot seem to justify in my mind your statement about it. I hope 
that this committee objectively goes in and goes behind all of those 
recommendations and tries to come out with what they believe that 
Commission intended to say. We should come up with a recom- 
mendation that at least the Congress should intelligently and thor- 
oughly go into a water policy on the part of our Government. 

I say that because, as you well pointed out, and I think we are all 
well aware of it, we need one badly. 

Governor CLEMENT. Yes, sir. 

Mr. Lirscoms. And we cannot wait too long for one. I hope you 
went into the same thorough investigation of our committee here, too. 

Governor CLEMENT. I certainly appreciate the fact that you would 
make the statement you have made. As for me, I certainly agree 
that we should not say we disagree with everything in the report 
before we examine it because we disagree with the method of select- 
ing the people or disagree with the people who were on it in the begin- 
ning. It would be improper for me to take that position. 

I have tried to belabor the point a little bit about our attitude on 
not having representation, because I want you to be aware that we 
were suspicious before they ever sat down to make a report. We 
admit that. As I said, I told them that to their face in so many words. 
But that does not make it a bad report. 

In other words, the words that are written on the paper are not 
necessarily wrong just because of that. But our suspicions, we feel, 
were borne out. 

You mentioned some rather distinguished gentlemen there who did 
dissent. There were others who I like to feel, if they had sat with 
that task force—the others who agreed with it—I like to feel if they 
had had before them everything that was put forward, just as you 
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are seated here today; I would like to think some of those others 
would have also dissented; and I believe they would have. 

Mr. Lirscoms. Fine. Certainly my chairman, Mr. Jones, I know 
to be a strong advocate and supporter of TVA. I know he is a won- 
derful Congressman for his district and is going to do a tremendous 
job in this report, I am sure, with his way of thinking. I do not 
criticize him for that one bit. I believe him to be a fair and just man, 
and he treats all on the committee as such. 

There are 3 attorneys on the committee, and 1 accountant, and then 
we have our staff. We have Mr. Sturdevant. He has been with 
Citizens for TVA. Mr. Wise has been with REA. But I have confi- 
dence in the fact that they are going to come out with a fair and 
impartial report, also. 

O we are up against the same problem, and I hope that we do come 
out with that kind of a report. 

Governor CLemEntT. I will disagree with you, if I understand your 
statement about being up against the same problem. Where I disagree 
respectfully, but firmly, is this: There is one big difference between 
your group and the other group. On the task force that group was 
appointed which represented one viewpoint in advance, before their 
appointment. Here we have a group of honorable people, and I have not 
heard anybody question one of you or intimate that one of you would 
follow blindly a partisan prejudice, advance premonition, or feeling. 
If I had heard that I would say just as I stood before the task force, 
and said, “Gentleman, we do not feel that we have any representa- 
tion.” We do have representation on this group. I believe all groups 
have representation. So, the big difference here is we have a group 
pene in the American way, with those with divergent views 

aving an opportunity to be represented by honorable people. 

On the other group we had a group of honorable people. I have 
never questioned their honor. But they were a group of men all repre- 
senting one view before they ever sat down to a hearing. They were 
people who had expressed themselves in many cases. So there is a big 
difference ; a mighty big difference. I think it is the difference between 
a fair and constructive hearing, whatever your views may be, and a 
one-sided hearing, where, when I sit down no one is able to say, as you 
can here to Congressman Jones, to represent your view, “Now, what 
about this?” Or have him say something else to you. When they sat 
down they were all on one side of the table. 

Mr. Lipscoms. Governor, I am not going to disagree with you on 
the fact that there should have been more representation of public- 
power people, as you say. I had a similar complaint about another 
one of the task forces myself. 

Governor Ciement. Well, you have been mighty nice to me here. 
As I said before, I feel that we have a group who is going to try con- 
structively to come up with some constructive answers to some difficult 
problems. I do not know that I will agree with what you decide, but 
T do feel we are in the hands of a group who will try to give us a fair 
hearing. 

Mr. Jones. I can assure you, as chairman of this committee, the 
only thing we are looking for is the facts, for out of the facts the law 
will arise. We will deal with the facts, and the facts alone. 
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You have been very helpful in the presentation you have made by 
directing our attention to certain facts that have not heretofore been 
called to the attention of the committee. 

Now, Governor, do you think there is any significance in the fact 
that the report of the Commission itself on page 109 discussed the 
inequities brought about by the so-called subsidies enjoyed by the 
public-power consumers of the country and the fact that they did not 
go into rapid tax-amortization benefits issued to the so-called private 
utilities ? 

Governor CiementT. Congressman, I am not sure that I am prepared 
to answer that particular question. I remember the part you referred 
to, and I very frankly think that there is some very definite signifi- 
cance to it, but I am satisfied that you are in a better position to point 
out the significance than I am. 

While I appreciate your bringing up the point, I would defer to any 
statement you might want to make, and then comment on it if you 
would like me to do so. 

Mr. Jones. Rapid tax amortization for a private utility is a form 
of subsidy ; is it not ? 

Governor CLEMENT. Yes, sir; it certainly is. 

Mr. Jones. And that subsidy which the private utilities enjoy was 
not made a subject for discussion either by the task force or the Hoover 
Commission itself. 

Governor CLEMENT. Congressman, perhaps they felt that was be- 
reas the purview of the report. You notice they said that. I do not 
snow, but I agree with you that it is significant. 

I have more clearly in my mind the attitude when I was trying to 
follow your first statement and think back to that section of the report. 
I agree with you that it is rather significant and you are correct in 
your statements. 

Mr. Jones. Did you read recommendation No. 8, which states— 

That Congress authorize a user charge on inland waterways except for smaller 
pleasure craft, sufficient to cover maintenance and operation, and authorize the 
Interstate Commerce Commission to fix such charges. 

Governor CLEMENT. Yes, sir. I did see that with some concern. 

Mr. Jones. Do you think it would be proper for the Federal Gov- 
ernment to impose tolls on water users of the Tennessee, Cumberland, 
or Mississippi Rivers ? 

Governor CLiemeEnt. No, sir. I think it absolutely would be a step 
in the wrong direction. I think we should be attempting to encourage 
water traffic instead of discourage it. 

Mr. Jones. Those constitute Federal investments by the taxpayers 
in the navigation system of the country, the purpose of which is to 
serve the trade and commerce among the various States; is that not so? 

Governor Crement. That is correct. 

Mr. Jones. Do you know how much tax amortization the railroads 
are obtaining at the present time for the construction of cars to put 
on their tracks to operate for their benefit and for their profit? 

Governor CLEMENT. I am not familiar with the details of it. 1 know 
the situation. 

Mr. Jones. Is it not in excess of 6,000 cars per month ? 

Governor CLEMENT. That particular figure I will accept your state- 
ment on, 
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Mr. Jones. So the Commission is quite willing to overlook the fact 
that the railroads of this country enjoy enormous tax-amortization 
privileges for the purpose of providing an adequate transportation 
system for the defense of this country. Yet the Federal Goverment 
cannot make investments in the waterways, which belong to us under 
the Constitution, for the purpose of also encouraging transportation 
and commerce among the several States. 

Governor CiemMent. Yes, sir. They not only overlook that, but 
they overlook the fact that these rivers or streams were put here by 
God Almighty alone, and they are for such cultivation as we can bring 
about to try, of course, to expand their use and to make their useful- 
ness greater. But it certainly would be a step in the wrong direction, 
it seems to me, to attempt to step in and start trying to discourage the 
use of them or overlooking, as you say, the tax subsidies to the other 
competitive units. 

Mr. Jones. It seems that the people who enjoy them the most are 
the ones who complain the loudest about somebody else getting some 
Federal benefit, aid, or assistance. 

Governor CLEMENT. I have noticed that. 

Mr. Jones. Governor, I want to thank you for taking the time out 
of your burdensome schedule to come down and assist us in presenting 
your views and the views of your constituents in the State of Tennessee. 

‘ou are always mighty kind and you are mighty fine. 

Governor CLement. Mr. Chairman, to you and your colleagues I 
would like to express appreciation for the opportunity of being here. 
I found it necessary to fly in from New York today in order to get in 
here. We flew to Atlanta and came up. I think it is an honor and a 
pleasure for this entire region that you distinguished folks from other 
sections of the country are honoring us with this hearing. I also wish 
to commend them on the magnificent service which they are rendering 
not only to their States but to this entire region. They help represent 
all of the people and the entire Nation. 

I have not had the opportunity that I would like—to express the 
appreciation of the wants of Tennessee, if 1 may be permitted to do 
so, for the distinguished service that Congressman Jones has rendered. 
We look upon him not as a Congressman of a district but a Congress- 
man who represents all of us, and we are mighty glad you are in 
Washington. Good luck to you. 

Mr. Jones. Thank you, and express to the people of Nashville our 
gratitude for their cordial reception of yesterday. 

Governor CLEMENT. I certainly will. 

Mr. Jones. Mr. William Parrish, representing the Tri-Cities Labor 
Council of the AFL. 


STATEMENT OF WILLIAM PARRISH, REPRESENTING THE TRI- 
CITIES LABOR COUNCIL OF THE AMERICAN FEDERATION OF 
LABOR 


Mr. Parrisu. Mr. Chairman and members of this distinguished 
committee. I come before this committee with a feeling of humble- 
ness after following such a distinguished man as Governor Clement 
of the State of Tennessee. 

Mr. Jones. Bill, I have seen you in action a good many times. I 
know you can do just as good a job. 
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Mr. ParrisH. Well, we will say the Governor basically is the presi- 
dent of the State of Tennessee. I am the president of one of the best 
labor districts in the State of Alabama. We may not have the biggest 
name and title, but I believe we have the biggest president. 

In reference to the Hoover Commission, I would like to state that 
the adoption—which I cannot conceive of—of the proposals of the 
Hoover Commission and its task force would take us back at least a 
half century in our resources conservation and development policy and 
practice. Under them we would wash down the drain about all of 
the principles for water resources and power development in the public 
and national interest that have been hammered out and forged and 
put into use bit by bit from the days of Theodore Roosevelt and 
Gifford Pinchot down through the great water resources and power 
developments that began in the 1930's. 

I am thinking, of course, of the principles of the inseparable unity 
of resources, of the tried and essential multipurpose attack on resource 
conservation and development, of sustained yields from resources, of 
fullest returns and greatest good to the greatest number from develop- 
ment, of widest distribution of benefits, of best contributions to the 
national economy and security. I am thinking, too, of the well-dem- 
onstrated benefits of the production and sale of power at lowest cost— 
of the added production, security, and well-being, and the new oppor- 
tunities for investment, for business, and for labor that have followed 
out of low-cost energy. 

It had seemed to me—as it must have seemed to most of the people 
of the country—that these principles—so well applied and demon- 
strated in TV A—were now firmly established in our law and custom. 
I still believe that they are and that they cannot be torn down. But 
a very serious raid upon them is now in progress, spearheaded by the 
Hoover Commission and its task force, and this raid must be quickly 
and decisively turned back. 

It can readily be seen from the Commission reports who would profit 
and who would suffer if those recommendations were to go into effect. 
The main purpose is, obviously, to hamstring the Federal effort in 
multiple-purpose water and power development—particularly the 
production of basic, low-cost power supply and delivery at wholesale, 
through the Federal dams and powerplants and the primary connect- 
ing transmission lines between plants and between plants and load 
centers. It would gain that end by separating the mutually support- 
ing uses of water for navigation, power, irrigation, flood control, and 
other purposes—increasing costs and decreasing feasibility of develop- 
ment by making the several uses stand alone. It would saddle Federal 
power operations with costs that are foreign to such operations—with 
the higher interest rates and taxes that apply to private utilities 
engaged in power production and distribution—including retail as 
well as wholesale operations. It would raise the Federal wholesale 
rates to the point where they could no longer well serve the national 
needs for low-cost power in great volume and in advance of year-to- 
year estimates of load growth. It would break up the beneficial 
“vardstick” effects of this kind of power development. It would dis- 
regard the productive effects of that kind of power in the economy— 
the additions to income and output, and the consequent effects on 
business opportunity, employment, and general income. 
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The task force makes much of the need of State and local govern- 
ments for revenue and of the taxes paid through (not by) the private 
utilities, but it disregards the larger effects of low-cost power in corpo- 
rate and individual income and in property values, and the reflection 
of the great expansion in public revenues. 

The Commission and task force attack the hydraulically and elec- 
trically integrated Federal power systems even more directly. They 
would have non-Federal agencies develop the power at multiple- 
purpose dams, or have them come and get it at the bus bar, at greater 
expense to all down to the ultimate consumer. They would bar the 
construction of steam plants and of transmission lines by the Federal 
systems, and lose the advantages of diversity in production and load, of 
firming power, of integrated operation. 

The attack on Federal power is paralleled by another on inland 
navigation; water-user charges would be applied—disregarding the 
principle of over 160 years’ standing and disregarding the national 
interest in waterways and their use. 

These proposals of the Commission and task force are for negative 
and destructive actions that apply to Federal resource development in 
the country at large, and very notably in the TVA area. In addition, 
the TVA comes in for very special attention. The task force seeks the 
dismemberment of TVA. It would transfer part of its power facili- 
ties to the Atomic Energy Commission, and its nonpower activities 
to other agencies. And all of this would be done in disregard of the 
great benefits that have accrued to the Nation and the region as a result 
of its unified management of a series of closely interdependent re- 
sources development activities. 

These are only a part of the unfavorable effects that would be felt 
if the Hoover Commission and its special-interest task force were to 
prevail. It is to be hoped that these hearings will bring out the facts 
and dangers in full, for the information and guidance of the eel 
of this region and the country, and that of the Congress. The House 
Committee on Government Operations, its Special Subcommittee on 
Water Resources and Power, and Chairman Robert Jones of Alabama, 
are to be commended for affording this opportunity, and others like 
it, for the people concerned to be heard on the devastating and reac- 
tionary proposals before us. 

Ladies and gentlemen, this is just a part of the way I feel in con- 
nection with TVA and what it has done, not just especially for us 
here in the district, because I was born and raised here and I have 
worked on Wheeler Dam, and I worked on the Colbert steam plant. 
I am a carpenter by trade and I know what it means. It means work; 
but you feel that you are working for a cause that will benefit every- 
body concerned. 

The people in the other districts think all we are after is to develop 
our valley and our district and our TVA. Wedonotown TVA. The 
Government owns TVA and all of its subsidiaries. What we are after 
is to work and make TVA work, and to set up an example and a work- 
in rome of what it can do and what it will do if properly applied. 

e of labor have worked and we feel that we have as much a part 
in TVA and all of its operations as anybody else, because we have 
worked with our hands and we have shaped it and molded it and 
made it what it is. Of course, you have to have the money to do it 
with, but you also have to have some muscle power. 
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If there are any questions I can answer or any further information 
in connection with labor that I can furnish and what it has done with 
TVA, and what TVA has done for us, or the way the two work to- 
gether, I will be = to do so. 

Mr. Jones. Thank you very much, William. That was a splendid 
statement. 

Mr. Reuss? 

Mr. Reuss. You interested me by your last statement. What is the 
position of organized labor on the TVA ? 

Mr. Parrisu. TVA and organized labor have always worked to- 
gether. Inevery TVA installation they have doneso. In particular, 
take as an example the Colbert steam plant. They had a TVA labor 
committee appointed off the job, which was set up there. If anything 
came up, for instance, we will say, that labor had done or wanted to 
do, then it was properly apportioned in membership and it was taken 
before management and something was worked out there. It was not 
just a case of my telling you that I am going to do so-and-so, whether 
you like it or not. 

It is just like you and your committee. You are down here to find 
out the facts. That is what that committee was for. They got to- 
gether and worked it out to the best mutual interest of wonbinle con- 
cerned. I don’t remember any one-sided thing that was ever done, 

Mr. Reuss. What unions represent the workers of the Tennessee 
Valley Authority ? 

Mr. ParrisH. Well, what we call the building crafts—the building 
and construction trades. In other words, its carpenters are not any 
craft that is connected with actual construction. enamine ainters, 
steamfitters, and ironworkers, and just about anything. In other 
words, if you were going to build yourself a building personally then 
any craft you had in connection with building your building 1s also 
connected with TVA. In addition, of course, you have the officework- 
ers, and all those who worked in the office and management, doing the 
work for them. 

Mr. Reuss. What about the workers in the power installations? 

Mr. Parrisu. They are all—most of them come under the operating 
engineers. We have operating engineers, portable hoisting, in other 
words, caterpillars and cranes and construction machinery. Then 
we have the stationary engineers, who operate the powerplants and 
steam generating turbines, and so on. 

Mr. Reuss. What about white collar employees? 

Mr. Parrisu. They have their own organization. The office em- 
ployees. 

Mr. Revss. Is that affiliated with the Federation of Labor? 

Mr. Parrisu. Yes, sir. Actually, my position as president of the 
Tri-Cities Central Labor Union takes in all of the AFL locals in the 
tricities district, and takes in the white collar workers and ladies gar- 
ment workers, and all of the building and construction crafts, and the 
railroads, and anything that is AFL in here. Of course, in the future 
there will be the telephone workers and the steelworkers, and every- 
thing else. 

Mr. Reuss. Thank you. 

Mrs. GrirrirHs. Do you have the right to strike? Have you ever 
had a strike against TVA ? 
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Mr. Parriso. What do you mean by that ? 


Mrs. GrirrirHs. Those who are organized. Have they ever struck 


against TVA ? 

Mr. ParrisH. I do not know. Not to my knowledge. They have 
had some walkouts over disputes that were more or less among crafts, 
but not tomy knowledge. I donot know of any. 

Mrs. Grirritis. What is the going rate of pay for a carpenter on 
TVA? 

Mr. Parrisu. At the present time it is $2.55 an hour. 

Mrs. Grirrirus. Do you happen to know whether that rate of pay 
is more or less than that which is paid to people working for private 
power companies in this area? 

Mr. Parrisu. I cannot answer your question other than on what we 
call the outside. In other words, working out of the local union it is 
$2.55 on house construction and maintenance and stuff that would pos- 
sibly come under that category. But on the actual construction on the 
outside it is $2.6214. The way that the TVA wage scale is set up is 
there is a wage conference called each year, and all of the crafts go to 
Knoxville and work it out, and everybody settles it. They settle on 
a wage scale for the coming year. It is renegotiated each year. It is 
not just a demand we make as carpenters and tell the TVA, “You are 
going to pay me so-and-so.” This wage scale is negotiated and, 
whether or not it is above or below our scale here, that is what is paid. 

If you will go to another district—and just as an example, we will 
say their scale is $3 outside, well, TVA only pays $2.55 for their work. 
That is a negotiated scale all over the Tennessee Valley watershed area. 
That is Tennessee Valley-wide and it is not just one district. 

Mrs. Grirrirns. Thank you. 

Mr. Jones. Are there any further questions? 

(No response. ) 

Mr. Jones. Thank you very much, Mr. Parrish. We are glad to 
have had you. 

The committee will now stand adjourned until 9: 30 in the morning. 

(Whereupon, at 4:20 p. m. the hearing was adjourned until 9:30 
a.m. the following day, Wednesday, November 2, 1955.) 
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House or RerrESENTATIVES, 

SPECIAL SUBCOMMITTEE ON WatTER REsouRCES AND POWER 

OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Muscle Shoals, Ala. 

The special subcommittee met, pursuant to adjournment, in the 
Chemical Engineering Building, Tennessee Valley Authority, Muscle 
Shoals, Ala., at 9:30 a. m., Hon. Robert E. Jones, Jr. (chairman of 
the special subcommittee), presiding. 

Members present: Representatives Robert E. Jones, Jr., Martha W. 
Griffiths, Henry S. Reuss, and Glenard P. Lipscomb. 

Also present: William C. Wise, staff director; William L. Sturde- 
vant, professional staff member; Robert Morris and Orville S. Poland, 
general counsel, Committee on Government Operations. 

Mr. Jones. The subcommittee will come to order. 

Our first witness will be former Governor Keen Johnson, who is 
from Louisville, Ky., and a vice president of Reynolds Metals Co. 
Mr. Johnson. 























STATEMENT OF KEEN JOHNSON, LOUISVILLE, KY., VICE PRESIDENT 
OF REYNOLDS METALS CO., APPEARING ON BEHALF OF OHIO 
VALLEY IMPROVEMENT ASSOCIATION 












Mr. JoHnson. Thank you, Mr. Chairman. 
Lovely lady and members of the committee, my name is Keen John- 
son. My residence is Louisville, Ky., and I am vice president of 
Reynolds Metals Co., which has its principal office at Richmond, Va. 
[ appear before your subcommittee today on behalf of the Ohio Valley 
Improvement Association, a nonprofit corporation of the State of Ohio 
which is devoted to the improvement and development of water re- 
sources in the Ohio River Basin for navigation, flood control, and 
water supply. The association is broadly representative of industry, 
waterway operators, civic groups and private citizens throughout the 
valley bs: support its work and program. 

In recent years the Ohio Valley has witnessed a greatly accelerated 
economic growth. During the past 5 years alone over $8 billion 
worth of new plant construction has been announced for the Ohio 
Valley—$214 billion is for additions to existing plants in the valley 
and $51 billion is for completely new plants and industries which 


859 


















860 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


are being established in the valley to take advantage of the abundant 
natural resources, the favorable climate, the labor supply, the ade- 
quate water supply and the economies of mass transportation by water 
offered in this great industrial area. 

This dynamic growth is not limited to any single locality in the 
valley. It spreads from the steel-producing centers—Pittsburgh, 
Youngstown, and Wheeling—through the booming chemical indus- 
tries located in the Kanawha Valley and the Ohio all the way to 
Cairo, Il. And Mr, R.S. Reynolds, Jr., president of Reynolds Metals 
Co., recently announced that our company plans to build its next alumi- 
num-reduction plant in the Ohio River Valley at a point not yet defi- 
nitely determined. This plant will cost about $168 million and will 
produce 200 million pounds of aluminum pig a year. Location of 
atomic energy and power plants along the river and its tributaries pro- 
vides evidence that our Government recognizes the region as an advan- 
tageous location. 

Naturally, this expansion is of vital importance to every one of the 
20 million Americans who live in the 204,000 square miles which com- 
prise the Ohio Valley. There are few people in the Ohio Valley whose 
jobs and daily lives are not influenced in some measure by the economic 
growth which has been stimulated by the availability of low-cost mass 
transportation provided on the river. The riverborne prosperity con- 
tributes to the wealth and economic progress of every section of the 
Nation. The automobiles from Ford’s new $60 million plant at Louis- 
ville and the appliances from General Electric’s new $100 million 
plant will serve millions of families outside the Ohio Valley. 

The economies that will be achieved with the new Reynolds Metals 


aluminum-reduction plant and the savings made by new aluminum 
plants on the upper Ohio River will make more of this great light- 
weight metal available for all American homes and industry. The 
auto and truck owner in northern Minnesota will safeguard his radia- 
tor with antifreeze made by chemical plants in the valley. These 
chemical plants produce the materials that will go into toys, house- 
wares, flooring, upholstery, coated cael melamine dinnerware, and 


to mold parts of autos, trucks, vacuum cleaners, telephones, pencils, 
and a thousand other items in everyday use. And there seems to be 
no end to what the new chemical slates will provide. They tell me 
that two companies now are making disposable diapers manufactured 
from polyethylene-coated paper and nonwoven fabric. 

It has been well said that chemical industries and the Ohio River 
Valley go together as naturally as bacon and eggs. The Ohio River 
provides cheap transportation for raw materials and finished products, 
supplies water for chemical processes, flows through a region rich in 
fuel, minerals, and other raw materials, and is right in the center of 
America’s rapidly expanding Middle West. On top of all this, the 
valley has an abundance of electric power. 

It should be noted that electric power in the valley is dependent on 
water transportation. For example, the new $175-million power- 
plant going up at Madison Ind.— built by private capital—will con- 
sume 4 million tons of coal per year that will be delivered by river 
barge. Another powerplant is being built at New Albany. River- 
borne coal makes ample electric power available, and at low cost 
throughout the Ohio Valley. But the tremendous movements of coal 
on the river are not limited to deliveries to powerplants. The steel- 
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producing areas on the upper rivers are large consumers of river-trans- 
ported coals. Last year a million and a half tons of West Virginia 
coal found its way to steel plants in the Chicago area. It moved to 
Evansville, Ind., by barge and was handled from there by the Chi- 
cago & Eastern Illinois Railroad. The Ohio River system is an im- 
portant key to the prosperity of the coal industry in this area where 
three-quarters of the bituminous coal in the country is produced. 
Today coal shipments make up over half the tonnage on the Ohio. 

The robust growth of industry in the Ohio River Basin over the 
years since the early we of settlement and the phenomenal growth 
during the war and in the postwar years are in large measure due to 
the favorable water-resource balance found in many portions of this 
basin. The availability of water supplies and water transportation 
have greatly accelerated the industrial expansion from Pittsburgh to 
Cairo and in many of the tributary valleys. 

The Ohio Valley is close to important markets and essential raw 
materials are near at hand here. By themselves, these two factors 
would not have developed the resources of this area to their present 
high point. Had it not been possible to take advantage of mass trans- 
portation of basic materials by water, the benefits of these resources 
would never have been distributed throughout the country. River 
transportation on the Ohio River has been a lifeline of agriculture, 
for industry and the national defense. 

Today this chief artery of commerce is approaching its load-carry- 
ing limit. In the past 5 years traffic on the Ohio River has increased 
by over 40 percent. In another 5 years the Ohio River may be carry- 
ing as much coal for power generation alone as it now carries for all 
purposes. That is the best estimate of electric utility men. The locks 
and dams that were planned to carry 13 million tons of freight a year, 
when new, in older, smaller equipment are now called on to handle 
5 times that load, carried by modern diesel-powered tows that are 
twice as long as the original lock structures. Industry in the Ohio 
Valley and all those who depend on the products of that industry are 
paying a penalty in added transportation costs and time lost in getting 
through the antiquated locks. Operation and maintenance costs on 
the existing structures increase as the load gets heavier. 

Work has been started on the New Cumberland Dam, which was 
deteriorating to the point of collapse. Construction of new locks 
and a dam at Greenup to replace five obsolete structures (including 
lock No. 1 on the Big Sandy River) has been started. This will 
relieve the traffic delays and congestion on one of the busiest stretches 
on the entire inland waterways system. It will reduce locking time 
for modern transportation equipment by 80 percent, and provide 
annual savings of $600,000 in operating and maintenance costs. The 
new Markland locks and dam will replace obsolete locks and dams 
that are from 29 to 43 years old. 

The planned modernization for the Ohio River system will replace 
46 antiquated locks and dams with 21 modern structures with longer 
and deeper pools. The new locks will be long enough to handle 
modern tows with one locking and the deeper, more stable pools 
will make an adequate water supply certain. With the work author- 
ized on the New Cumberland, Greenup, and Markland dams, we have 
just made a beginning on the entire project. The $8 billion in new 
industry in the Ohio Valley will increase the transportation load on 
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the rivers. Should the burden of another major war be placed on 
river transportation, as it was in World War II, we would find the 
system inadequate to meet defense needs. It would be folly for the 
Nation to let the rivers become a bottleneck to our industrial progress. 

The navigation works on the Ohio completed in 1929 provided the 
foundation for the tremendous industrial expansion of the past quarter 
century. For an original investment of about $150 million and annual 
maintenance costs averaging about $11 million, the Nation obtained 
a great highway of commerce which has been a key factor in the 
building of this vast industrial empire. 

In revenues to Federal, State, and local governments alone, the 
returns from that investment have surpassed all the highest hopes 
of the builders. When all the benefits are counted, in terms of indus- 
trial growth, and increased employment and general prosperity, it is 
clear that these facilities have been among the most profitable public 
investments in our Nation’s history. Now, of course, the time has come 
to replace them with new facilities adequate for the expanded com- 
merce and industry which the old facilities themselves have done so 
much to create. The people of this valley are united in their efforts to 
modernize our greatest highway for the benefit of the Nation. 

I have attempted to make clear the vital relationship of improved 
navigation facilities and adequate water supply with industrial de- 
velopment and general prosperity and welfare. In my opinion there 
is no work of internal improvement comparable in its national im- 
portance to the provision of facilities for efficient utilization of our 
water resources. Throughout our history wise statesmen, from George 
Washington to this vital hour, have given their fullest support to pro- 
grams for comprehensive development of these resources in the na- 
tional interest. Only those who lacked vision and boldness of imagina- 
tion, or those with selfish interests to promote, have argued for re- 
strictions and limitations upon the development of our great rivers 
and waterways. 

The Hoover Commission now repudiates the wisdom of the Found- 
ing Fathers, the established policy of the Congress of the United 
States, the soleum covenants of our earliest treaties, and the cumulative 
experience of more than 150 years, as it recommends imposition of 
tolls or user charges on the inland waterways. 

The Commission and its task force condemn the entire Federal pro- 
gram of waterway navigation as a “subsidy” or “special privilege” for 
the few at the expense of the many. Ignoring all the great public 
benefits which have accrued from the improvement of our waterways, 
they would saddle on those actually using the waterways the full 
burden of operating and maintenance costs. They would make the 
“willingness of promoters to pay” for such improvements “the decisive 
criterion of feasibility.” 

If adopted, their recommendation would have disastrous conse- 
quences for the Ohio Valley and the Nation. Preliminary studies by 
the Ohio River Division of the Corps of Engineers indicate that user 
charges of the magnitude required to recover all costs of operation 
and maintenance of Ohio River navigation facilities would amount to 
about .8 mills per ton-mile. This closely approximates the estimate 
of the Hoover Commission that the cost of maintenance and operation 
of the navigation works on the intracoastal waterways and the inland 
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rivers is about 74 cents per thousand ton-miles, or .74 mills per ton- 
mile. 

Such user charges would increase the costs of water transport for 
many shippers by as much as 50 percent. This assumes that present 
traffic volume would not be reduced by user charges. The fact is, of 
course, that tolls would drive a large part of the traffic from the rivers, 
increasing the burden on what remained. 

In the case of petroleum and petroleum products, for example, 
which now account for almost one-third of ton- mileage on the Ohio 
River, shippers now moving these commodities by water in competi- 
tion with companies relying on pipeline transportation would be 
forced by such user charges to shift to pipelines or lose the business 
now dependent on water transport. Similarly, as water rates in- 
creased, a substantial volume of river traffic would become available 
to capture by competing railroads empowered to charge below cost 
rates. This would, of course, add still further to the user charges on 
remaining volumes of river traffic. 

These drastic increases in water transportation costs would have 
most serious dislocating effects on the economy of the Ohio Valley 
and throughout the basin of the Mississippi and its great tributaries. 
The first casualty would be the modern barge fleet which in recent 
years has developed to a high peak of efficiency, with high-powered 
diesel tows pushing 20,000 tons of coal or 175,000 barrels of oil in 
single cargoes and with the aid of radar and electronic depth recorders 
operating under all weather conditions. For barge operators con- 
fronted with such sizable cost increases could not survive the competi- 
tion of railroads permitted to charge below-cost rates to meet or under- 
cut competition and make up the losses of noncompetitive traffic. 
Thus a great national asset would be sacrificed—one on which the 
Nation is dependent for important services in peace and war. 

These massive rate increases would also exercise a serious depressing 
influence on industrial plants dependent on low-cost transportation. 
As the general level of transportation costs rose in response to tolls, 
the competitive range of such plants would be severely contracted. 
A steel mill at Wheeling, W. Va., or Pittsburgh, for example, now 
able to ship steel economically as far as Houston, Tex., might well find 
its economic radius cut back hundreds of miles, foreclosing to our 
valley mills the growing markets of the Southwest. Those markets 
are of increasing importance to our valley mills. Petroleum, chemi- 
cal, metallurgice al, and other industries dependent on the waterways 
are in much the same position. They are in competition over wide 
areas with plants located in many different parts of the country. A 
major increase in water transportation costs would gravely weaken 
the competitive position of these valley industries as against suppliers 
not similarly affected. If goods from valley plants are excluded by 
the economic barrier of tolls from important markets, production at 

many plants will be reduced and the level of employment will drop, 
to the grave impairment of the whole economy. 

It should never be forgotten that waterway tolls are of the same 
economic nature as internal tariff barriers. Their necessary conse- 
quence will be to regionalize our trade and industry, to diminish com- 
petition and increase the ultimate cost of goods to the public. 
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Further, the costs of electric power in the Ohio Valley would be 
substantially increased if user charges were imposed on the inland 
waterways. In the Ohio Valley electric power is predominantly pro- 
vided by steam generating plants which operate in the main on river- 
borne coal. Owing largely to low-cost mass transportation provided 
by the river, power ischeap. But if the delivered cost of coal to these 
electric powerplants were increased as a result of user charges, power 
rates would automatically rise through operation of the fuel adjust- 
ment clauses in all industrial power contracts. For many plants, 
especially in the metallurgical and chemical industries where electric 
power is a large element of costs, such increases could make the differ- 
ence between profit and loss. 

The Government itself would pay a substantial part of the increased 
transport costs resulting from user charges through increased power 
costs at its Ohio Valley atomic energy plants, as well as through in- 
creased costs of many of the products which it purchases. As noted 
above, these plants receive power from steam-generating powerplants 
which obtain their coal requirements by river barge. Needless to say, 
any important increase in electric power costs would discourage fur-. 
ther growth of the economy of the valley. 

Transportation costs and particularly the relationships of trans- 
panintiens costs are a key factor in our industrial economy. They 

ave enormous leverage. And a relatively small variation often 
has far-reaching economic effects. Their level and their relationship 
te the transport costs of competitors is often decisive in determining 
the location and size of plants. Applied to this sensitive area, rate 
increases of the magnitude involved in the tolls recommendation 
would inevitably cause serious dislocations in the economy, tendin 
to discourage oo development. River traffic could be reduce 
to such a point that improvements to replace the obsolete locks and 
dams on the Ohio could not be justified. And our hopes of progress 
based on effective utilization of our greatest saiat resource—the 
Ohio River—would be defeated. 

In support of its recommendation of user charges, the task force 
of the Hoover Commission said: 

The Federal navigation program is a direct subsidy to a comparatively limited 
number of shippers who are in a position to take advantage of the facilities 
provided at the expense of the taxpayers (task force report, p. 217). 

Herbert Hoover, then Secretary of Commerce, said in St. Louis 
on November 14, 1927: 

I am concerned with this improvement (to our waterways) because it will 
contribute to the wealth and economic progress of every section of the Union. 
It will contribute to the unity of the Nation. It is of concern to every one of 
our millions of farms and homes. 

Both of those statements cannot be true. The Congress of the 
United States must decide between them. If the task force is right, 
then the entire Federal program of navigation improvements com- 
menced in 1824 has been an outrageous giveaway plan of the most 
dubious legality and virtue. 

And the only sensible conclusion from such a premise is that the 
Nation instantly abandon the entire program and start criminal pro- 
ceedings against everyone still living who ever participated in it. 
That would leave the Connmiesion’s user charge recommendation high 
and dry with no Federal costs to recover. 
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The task force seems to be in the same predicament as the goat 
that was the last piece of freight left aboard a Mississippi River 

acket at the end of the run. The captain was making his inspection 

efore going ashore when he spied this forlorn goat tied to a stanchion. 

He yelled to a colored boy to see what was on the tag on the goat’s 
neck. The boy hunted for the tag but he could find only the wire 
by which the tag had been attached. So he looked up at the captain 
and said, “Cap’n, this yuh goat’s done et up de place he was a’goin’ to.” 

I should like to close with the words of a great Tennesseean who 
was deeply devoted to the growth and prosperity of his country and 
to the welfare of its people. I believe he provided the complete 
answer to the user charge proposal of the Hoover Commission and 
its Task Force on Water Resources and Power. This gentleman it 
was, I am told, who decided that this location was where the town 
of Sheffield should be built. He said in his first annual message to 
the Congress on December 8, 1829: 

Every member of the Union, in peace and in war, will be benefited by the 
improvement of inland navigation * * *. 

And in his second annual message of December 6, 1830, he drove the 
point home with these words: 

All improvements effected by the funds of the Nation for general use should 
be open to the enjoyment of all our fellow-citizens, exempt from the payment 
of tolls or any imposition of that character 

The name was Andrew Jackson, the seventh President of the United 
States. 

Thank you, Mr. Chairman and members of the subcommittee, for 
your courtesy and attention. On behalf of the Ohio Valley Improve- 
ment Association, I wish to express our sincere appreciation for this 
opportunity to present our views on a subject which so vitally con- 
cerns the welfare of the Nation. 

Mr. Jones. Governor, we are glad to have you here today and we 
appreciate the effort that you have gone to to prepare this statement 
and give us the benefit of your thinking on this important subject. 

Mr. Jounson. Thank you. 

Mr. Jones. Are there any questions? 

Mr. Reuss. Mr. Chairman. 

Mr. Jones. Mr. Reuss. 

Mr. Reuss. Governor, I noticed in your projection of the impact of 
user tolls on the Ohio River transportation system you indicated that 
tolls based on the costs of operation and maintenance would result 
in an increase in water transportation costs on the order of 50 percent. 
Ts that correct ? 

Mr. Jonnson. Yes, sir. That is the general estimate. It is one of 
those difficult things to project, but those economists who have at- 
tempted to analyze the thing say as much as 50 percent to some users. 
It would depend pretty largely, I think, on the size of the barge, and 
the extent to which they were using it. 

The .8 mill per mile I think can be regarded as reasonably accurate. 
Do you not think so, Mr. Hull? 

Mr. Hutu. Yes; I do, Governor. 

Mr. Reuss. That is based on the proposition advanced by the Hoover 
Commission itself that tolls reflect the operation and maintenace 
costs. Do you have an estimate of the increase in transportation costs 
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that would be involved if the recommendations of the Hoover Com- 
mission Task Force were adopted that tolls reflect not only operation 
and maintenance costs, but an amortization of the capital costs over the 
years of the improvements themselves ? 

Mr. JoHnson. Well, you have that in your statement, do you not, 
Mr. Hull? 

Mr. Huy. No. We have not tried to estimate that, Governor, because 
it is subject to so many variables. I might be able to develop some- 
thing on that line if the committee will be interested. 

Mr. Reuss. Obviously the increase in transportation costs would be 
greater 

Mr. Jounson. If you include the amortization. 

Mr. Reuss. If the amortization were included. 

Mr. Jonnson. That is right. 

Mr. Reuss. Thank you. 

Mrs. Grirrirus. Did I understand you to say that the total cost of 
maintaining the Ohio River was $11 million a year? 

Mr. JouHnson. Yes, ma’am. 

Mrs. GrirrirHs. How much tonnage does it carry ? 

Mr. Jonnson. It carried this year about 40 million tons. The locks 
and the dams now on the Ohio River built in 1927 were thought to 
be adequate for transportation for all time to come, providing that 
it would carry 13 million tons. This past year it carried about 40 
million tons. Is that right, Mr. Hull? 

Mr. Hutt. I believe it is a little higher than that, Governor. I be- 
lieve they are estimating nearer 60 million this year. 

Mr. Jonunson. My associate tells me 40 million is too low. 

Mrs. Grirritus. How long is the haul ? 

Mr. Jounson. What is it from Pittsburgh to Cairo? 

Mr. Hutu. 981 miles. 

Mr. Jonson. 981 miles, 

Mr. Lirscoms. No questions. 

Mr. Jones. Thank you very much, Governor. 

Mr. Jounson. I am so grateful to you for permitting me to come 
here and address you. 

Mr. Jones. Our next witness is the Governor of our home State 
of Alabama, the Honorable Jim Folsom. 

Governor, we are glad to have you and I want you to meet the mem- 
bers of the committee. 

Governor, we are glad to have you today because we know that if 
there is any governor of the 48 States who has occupied himself in 
efforts to improve the waterway system of not only Alabama but 
the country, you have dedicated yourself to that proposition. 

It was pointed out to the committee yesterday that Alabama has 
more navigable streams than any other State in the entire Union. 
Of course the economic growth and prosperity of Alabama are de- 
pendent upon the wise and prudent use of those waters which have 
received your attention and your devotion in trying to improve the 
waterways of our State. 

We are glad to have you, Governor, and we appreciate your taking 
the time out of your heavy schedule and many duties to come and 
be with us today. 

I notice you have some distinguished gentlemen over there with 
you and we are glad to have them today. 
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STATEMENT OF HON. JAMES E. FOLSOM, GOVERNOR OF THE STATE 
OF ALABAMA 


Governor Fotsom. Here we have our adjutant general. I will ask 
him to stand. General Partlow. And Dr. Snoddy. I have a bank 
commisisoner here, too, 

Mr. Jones. I borrow money from him. 

Governor Fortsom. Mr. Fuller Kimbrell, our finance director. A 
fellow you all need to know, a member of the A. B. C. board, Mr. 
Knox McRae. 

Mr. Jones. You can buy automobiles from Knox. 

Governor Fotsom. In fact, my entire administration is supporting 
this paper that I am presenting. 

Mr. Chelaman and members of the committee, first let me say that 
it is a privilege to come before an important committee like this. It 
is always a privilege and a duty to return to the upper valley, as we 
call it here in Alabama. 

You are in the midst of probably the most complete utilization of 
the streams of an area that there is in the world. We in Alabama 
are privileged to be one of the most completely fortunate States in 
the matter of resources in the way of our navigable streams. <Ac- 
cording to our size, we have probably as many artesian well re- 
sources as any State in the Nation. We are proud of our past and 
our present and our future. 

I am privileged as Governor of Alabama to appear here and testify 
in behalf of our State’s people on the importance of our water re- 
sources and the Government’s public power program to all of the 
Nation—and especially to our State and region. 

I hope you members of the committee will be able to come up 
with a good statement on this subject. 

I hope you gentlemen come up with a better public interest state- 
ment on this subject as a result of your study and hearings than the 
Hoover Commission did after engaging in a study of the same subject 
under a mandate from the Republican National Administration in 
Washington during 1954. 

Let me digress for a moment and say that I went before that Hoover 
Commission. It is composed of big businessmen. I doubt if there is 
% one on the Commission that could get elected justice of the peace. 
{ very seriously doubt it. They are out here telling the voters of 
this Nation what to do with their resources. 

1 told that Commission in the spring of last year that they would 
not have a thing in the world to say about TV A; that the voters would 
decide that question in November—the first week of last November— 
and they decided it. That is the reason why, Mr. Chairman, you are 
chairman of this subcommittee. 

The task force of the Commission traveled about the country hear- 
ing testimony and taking statements from public and private interests, 
but in the last analysis the report that it came up with—and the final 
report of the Hoover Commission on water resources and power— 
would have been written in the same language if it had been turned 
entirely over to the lobby of the Edison Electric Institute and the 
other enemies of public power and publicly supported development 
of our Nation’s water resources. In fact, I am not so certain but 
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that a large part of the report actually was written by the propaganda 
agencies of the big electric power companies. 

I appeared in Chattanooga 17 months ago to urge the task force 
on Water Resources and Power of the Hoover Commission to look 
through unbiased eyes at the great TVA and pointed out that if it 
did so it would come up with a recommendation for continued and 
enlarged support of that great program in the interest of a better 
and stronger Nation. I want to restate a little later in this appear- 
ance some of the things I said to the task force back in 1954 about the 
TVA and its value to our State, region, and Nation. 

Right now, I want to say that I am in hearty accord with the dissent 
and separate statement filed with the Hoover Commission by the 
Honorable Chet Holifield, distinguished Member of Congress from 
California, whom I know you are acquainted with, found at pages 
136-220 of the report transmitting the Hoover Commission’s views 
on water resources and power to the two Houses of the Congress. 
His dissent is one of the most forceful and scholarly treatises on this 
subject of water resources and power and one of the most plausible 
criticisms of the Republican philosophy of public power that I have 
had the pleasure of reading. As I say, I am in hearty accord with it, 
especially in these respects : 

1. As it finds the Commission to have exceeded its authority by 
attempting to prescribe policies to the Congress as to water resources 
development. 

That is important. A bunch of men who could not get elected to 
be justice of the peace trying to tell men who can get elected what 
to do with the voters’ property. 

2. As it finds the Commission’s investigations biased and inspired 
by preconceived ideas and personal prejudices—or predilections. 
I imagine that is about the same thing. 

Mr. Jones. It is a 25-cent word for saying the same thing, Governor. 

Governor Fotsom. 3. As to its failure to dig deep into the problems 
of developing a national water policy for the proper use of and elimi- 
nating conflicting uses of existing water resources. 

4. As to its failure to recommend regional agencies and programs 
to effectively conduct river-basin development. 

5. As to the Commission’s suggestion that the South and West 
= up their low-cost power privileges and overturn economies long 

eserved and already gained in these regions. 

Let me say here that the New England States generally speaking, 
I would say, have always voted against such projects as TVA and so 
forth. Recently in the last 4 months if ever a region needed to store 
up their waters for drinking water, power, and navigation, and so on, 
for use at a later time, those New England States, I would say, needed 
it. We down South want them to have the appropriations to develop 
the control of those rivers for the benefit of all the people. As to 
myself, I support it, and I imagine you will too, won’t you, Con- 
gressman ¢ 

Mr. Jones. I always have, Governor, because the economy of that 
area is the same to us as the economy of the South is to them. Our 
economy throughout this country is indivisible. Either we all pros- 
per or none of us prosper. 

Governor Forsom. As a result of those floods, wouldn’t you say 
they need something up there ? 
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Mr. Jones. Yes, indeed. They are suffering from their neglect in 
making proper use of their water resources. The fact is that it is 
going to cost us more the longer we delay it. 

Governor Fotsom. We down South unanimously, I would say, in 
Alabama, would support the control of those rivers for all purposes— 
drinking water, navigation, flood control, and power. It is impor- 
tant. 

6. As to the development of misleading data to support charges by 
big-money interests of excessive costs or expenditures in the field of 
Federal water development. 

7. As to railroad arguments against development of our rivers and 
streams finding their way into the report—another evidence of the 
biased nature of the Commission’s work in this field. 

8. As to the Commission’s effort to destroy federally supported 
reclamation projects. 

9. As to the Commission ignoring the recreation and conservation 
features of the regional waterways development programs. 

10. As to the Commission’s power recommendations following the 
private utility line in that they would destroy present benefits of low- 
cost Federal power development—especially the TVA program—and 
leave future development to the get-rich-quick private utility systems. 

11. As to the Commission’s utter disregard of the national interest 
in and national welfare aspects of public-power developments and its 
frantic effort to reverse the power yardstick and make private profit- 
making operations the measure of rates to be charged on public 
projects. 


12. As to the Commission’s sly suggestion that there be allowed 
more Dixon- Yates—that came up in the last election, too—and Hoover 
Dam profit-making ventures at Government expense. 

13. As to the Commission ne completely atomic energy as 


a new and promising source of power for the public good. 

I want to endorse Mr. Holifield’s objections to the report, as I 
have in this statement, and say that the people of our State would 
not be well served or properly protected if the Hoover Commission 
recommendations were carried out by Congress. I hope you gentle- 
men will see fit to recommend to the Congress that the Hoover Com- 
mission report be thoroughly pigeonholed and not used as a basis 
for future Federal policies in the field of water resources and power 
legislation. 

Now, I want to get back to a discussion of the greatness of the TVA 

rogram and some of my observations before the Task Force on 
Vater Resources and Power of the Hoover Commission last year in 
Chattanooga. I pointed out then that we in Alabama are for the 
TVA because it has not only reduced the cost of electricity—a basic 
commodity today in the lives of nearly all American citizens—but 
because of many, many other contributions it has made in the total 
resource development of our Tennessee Valley region. 

There is a lot of loose talk about the TVA not paying taxes. As 
we know, Congressman, the TVA does remit to the counties in its 
area for lands that have been covered by the water, in lieu of taxes. 

Mr. Jones. Governor, the municipalities that operate their own 
systems pay in lieu of taxes. 

Governor Fotsom. Surely. So that has been gone into many times, 
and there is no use in my taking up the time of the committee with 
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it. I do not want to take up too much of your time because a group 
of us are going down on the river and enjoying the scenery of the 
great Tennessee River after we leave here. 

Mr. Jonrs. I sure wish I could go with you, Governor. Don’t make 
that invitation too broad because I do not want to lose my committee 
here today. 

Governor Fotsom. You are the chairman. You can adjourn it at 
any time you get ready and we will be glad to have you. 

Mr. Jones. But I would get fired by these people who come from 
all over the country. 

Governor Fotsom. Well, we want you to stay here and fight for 
TVA and the water resources too. 

The TVA has been making payments in lieu of taxes to the State 
and to the counties and municipalities concerned ever since it first 
began operating. The official report released in 1954 by the Tennes- 
see 2V alley Authority shows that the State of Alabama and the affected 
counties received in that fiscal year a total of $650,095 in the form of 
in-lieu taxpayments. While we do not have the figures covering 
payments in lieu of taxes to the municipalities, I can tell you that 
they were sizable—in the neighborhood of a half a million dollars. 
So, as an answer to those who say that TVA does not pay taxes, let 
me remind you that in excess of a million dollars a year is being paid 
by the Authority in lieu of taxes in my own State of Alabama. This 
is considerably more than private power company operations ever pro- 
duced in taxes in the same area. 

The people of my State are strong for the TVA because of its major 
contributions made to the agricultural industry of our State and 
region—in fact, to the entire Nation—through the development of 
new high-analysis nitrate and phosphate fertilizers that made possi- 
ble a gr radual but steady switch from soil-depleting row crops to cover 
crops ‘and others connected with d: uirying and cattle raising. So suc- 
cessful has been the TVA method of teaching by demonstration that 
now 15 north Alabama counties have increased the use of fertilizer 245 
percent—from 102,500 tons in 1935 to 354,000 tons by 1951—contrasted 
with a 147-percent gain in fertilizer use in the rest of the State during 
the same period. 

Just what the TVA-recommended methods have meant in the 15 

valley counties of Alabama was clearly shown in a special study con- 
diated in 1953 showing comparisons with 52 nonvalley counties. Be- 
tween 1939 and 1949 net farm income increased 172 percent, compared 
with 137 percent in the nonvalley area of the State. Cotton yields 
in the valley went up from 227 pounds per acre (1930-34) to 320 
pounds in the period 1946-51, compared with an increase from 173 
to 260 pounds in the rest of the State. Corn production increased 
from 14.7 bushels per acre to 24.7 bushels per acre in the valley area 
Under TV A-suggested practices, forage changed considerably in the 
valley—16 percent of the hay coming from alfalfa in 1949 ‘as com- 
pared with 1 percent in 1934, while the alfalfa in the rest of the State 
ran from only 1 to 2 percent. (See p. 41, 1953 Annual Report of 
TVA.) 

In a sense I am here today as a representative of one-half of the 
TVA partnership. As you know, the ownership and management of 
the distribution systems in the Tennessee Valley are in the hands of 
the local people and their elected representatives. It is accurate to 
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say that in no other region of the country do the ultimate consumers 
of electric power have greater control of their power distribution 
systems than in this area served by TVA. 

The Federal half of the partnership is, of course, the generation 
and transmission of power, by the TVA. We have had a wonderful 
relationship between the Federal part of the program and our local 
people, as you know. You will find every city and town and co-op 
connected and receiving the electricity generated from the system that 
I am fighting for. 

The local half is made up of the 148 publicly owned distribution 
systems, of which 97 are municipally owned. At the end of fiscal 1953 
the assets of these 148 systems totaled nearly $400 million, which is 
approximately the same amount of money invested in TVA power 
generating facilitites serving the needs of the valley people, as con- 
trasted with atomic energy defense needs. So, both in terms of job- 
sharing and cost-sharing, the TVA electric system is truly a partner- 
ship between the Federal Government and local interests—a partner- 
ship policy which surely should square with the publicly announced 
aims and objectives of the national administraion in this area of 
activity. 

Nor has this arrangement been “imposed from above” on the people 
of the valley. In every case the people themselves voted to get rid 
of the private power companies and their local electric service and 
turn to the TVA as a source of low-cost electricity. 

I submit that the people of the valley are upholding their end of the 
partnership, and it 1s up to you and Congress, it seems to me, to make 
sure the Federal Government meets its end. In brief, this means 
that TVA must be operated and maintained at maximum efficiency, as 
promised by the President when in 1952 he was the Republican candi- 
date for office. 

Let me say here that TVA is a symbol—a national symbol. It is a 
symbol to that fellow in Wisconsin, if you please, who is getting cheap 
power out there on the farm. It is a symbol to the man in Decatur, 
Ala., who is getting electricity. It is a symbol to every rural purchaser 
of electricty in the United States; in the Republican Midwest and in 
Iowa, in the Dakotas, and Kansas, and Wisconsin and Minnesota, in 
Michigan and in every State in the Union. 

If the Republican Party continues its hatchet attacks on that sym- 
bol, all of the people, and the rural people especially, you can just rest 
assured, come next November 4, themselves will decide the fate of this 
great water-resources development. It will not be left up to the 
Congressmen or to the Hoover Commission. The people themselves 
will decide it in that first week of November, because it is a symbol of 
rural public power. 

Since the Republicans were last in control, 90 percent of the rural 
areas of the United States of America have been electrified. And 
these people vote very independently. 

Mr. Jones. Governor, I noticed yesterday when I walked through 
the building that the guards were taking some people around from 
Scotland and 2 or 3 other countries. They had an interpreter for 
some of those who did not speak English, showing them through 
this plant. As you say, it is not only a symbol or a demonstration of 
how water resources have been developed here, but we have demon- 
strated here and proven in an effective way that we know how to 
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carry out a water-resources program. It has been shown to people 
from every country in the world who come here to visit. 

Governor Fotsom. That is right. It is a worldwide symbol. I 
narrowed my scope. It is not only a national symbol, but a worldwide 
symbol. Those folks outside of the United States do not have it, and 
these folks in the United States do, and that makes a mighty big dif- 
ference, I will tell you. 

Permit me to say just a few more words on the people’s contribution 
to the effectiveness of the partnership. We have used the opportu- 
nities presented us by the eflicient development of our natural resources 
to increase our own economic welfare and thereby to make a larger 
contribution to the support of the Nation as a whole, as was demon- 
strated in the last war in the atomic energy plant here in the valley. 

Twenty years ago, gentlemen, we paid into the Federal Treasury 
only a little more than 3 percent of all Federal income taxes collected 
in the country. Today that figure is over 6 percent. It is more than 
double. It is not enough, although we are proud of it. We hope we 
could pay 25 or 30 percent. And if you continue to develop the 
river valieys down here we will build it up to 25 to 30 percent. 

It should be a source of gratification to you and the administration 
that the Tennessee Valley, under the stimulus of the TVA develop- 
ment, is bearing a fairer share of the general costs of Government 
than it did 20 years ago. 

Moreover, because we made use of the wonderful opportunity to 
build electricity into our lives, so to speak, we stimulated the tre- 
mendous expansion of the TVA system. And although it may be 
immodest to say so, we believe our unprecented use of electricity and 
the consequent expansion of the TVA system made possible a con- 
venient, readymade source of electricity for the Government to 
develop the atomic bomb. 

As | just said, that is important as a national-defense item. The 
fact is that this Wilson Dam next to you here was started by the 
Democrats under Wilson as a defense item essentially ? 

We do not want any special credit for this, but we believe it is a 
factor to be kept in mind by Congress and by your subcommittee in 
considering the Nation’s obligation to TVA and the Tennessee Valley. 

I believe it is also fair to say that the TVA and its power con- 
sumers have proved to be great friends of the —— power companies 
surrounding the TVA area. TVA has a working agreement with the 
Alabama Power Co. and they have one with the Georgia Power Co., 
and the Southern Co. that I know of, and it has been a fine working 
agreement. 

TVA has shown them how to make money. They have made money 
in the last 5 years. The Southern Co. stock has doubled. It was 10 
and now it is 19, so undoubtedly they must be making money. 

It is significant that some of the lowest private power rates in the 
country are charged by the private systems operating in States and 
areas adjoining TVA. New England, as I just said, has the highest 
rate in the country. We are willing for them to have lower rates. 
They need it. 

Unquestionably this is due to the example of the TVA yardstick. 
Coupled with the reduction of rates in private-power territory sur- 
rounding TVA there has been an above-normal increase in common 
stock earnings. Common stock earnings of private power companies, 
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nationwide, have doubled since TVA began power operations; but 
common-stock earnings of the private power companies in the 8 States 
surrounding TVA have increased 5 times. As I say, TVA has shown 
private power companies how to make money. There is much to be 
said for the formula of high use and low cost. 

Mr. Chairman and members of the committee, permit me to conclude 
my testimony by pointing out that there are many other benefits that 
have come to the valley region as a result of the TVA program, in- 
cluding an ever-growing use of the Tennessee River for freight trans- 
portation by barge line at great savings to shippers and consumers. 
As a result of this, numerous new industries have started up and old 
ones expanded. The vast benefits accruing from flood-control meas- 
ures that have harnessed a once-wild river for the benefit of mankind 
are not to be overlooked. 

I lived in Guntersville, Ala., before TVA was built, and every year 
and every winter a couple or three times the river would rise 40 or 
50 feet and flood the surrounding territory. Now they keep it in 
control within 1 or 2 feet—just according to whether they want to 
keep it wet or dry at any time of the year. 

Then there is the great advance in the public health through the 
elimination of mosquitoes causing malaria that formerly attacked at 
least 30 percent of valley residents each year, taking them out of the 
ranks of workers and causing great economic losses to themselves and 
to our whole area. 

I remember I was doing welfare work over in Guntersville one time 
in public works, and it was said that the TVA area was the heaviest 
malaria-infested area in the Nation. That has been practically 
eliminated. 

Nor do we in Alabama overlook the major defense contribution our 
industries were able to make in World War II because of river trans- 
portation, making it possible to build sea-going vessels inland and 
send them to deep water to carry out their appointed tasks. The 
chemical plants produced many tons of chemicals needed in munitions 
of war. 

Mr. Chairman and members of the committee, we ask that you 
recommend to the Congress that the TVA be allowed to carry on, on 
the basis of its proven record and program of regional development 
through the wise use of water, land, and forests for the good of our 
people—and to the everlasting credit and benefit of the whole Nation. 

I thank you. 

Now I want to remind you again that water is becoming an increas- 
ingly important commodity in the Nation, not only in Ahn, As 
the gentleman from California knows, it is very important in his 
congressional district. 

I think there should be a flood-control dam on every branch-head 
in the Nation, from the top of the river all the way down to the mouth 
of the river. It should be either developed by the Federal Govern- 
ment or the States themselves in cooperation with the Federal Gov- 
ernment. If I had my way about it there would be a flood-control 
dam of some sort at the headwaters of every river in the Nation. The 
Missouri River has been flooding. They do not have enough dams on 
the river yet really to control it like the Tennessee River, but I under- 
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stand they are fast building more. General Pick said that. I under- 
stand that from General Pick. 

We in the South are for your Central Valley project in California, 
Mr. Congressman. We in the South think that every valley in the 
New England States should be put under control. They are not as 
conscious of it as you are out West, and possibly we are not as con- 
scious of it as the flood-ridden New England States. But water is an 
important item and it is said that we have more navigable streams 
than any State in the country. 

I'll tell you a little Alabama history. There were designated by 
the United States Government five civilized tribes. There were only 
five. All five of those tribes were domiciled in Alabama. ‘They were 
the most civilized of the Indians. They were the Seminoles, the 
Creeks, the Chickasaws, and the Choctaws along the Mississippi line, 
and the Cherokees in this section up here. The fact is that the smart- 
est and most civilized of the Indians domiciled themselves in Alabama. 
ie are the only State that can claim that the five tribes were domiciled 

ere. 

The reason why they were domiciled here was because of the attrac- 
tion of the water—the water resources. If they, in their native way, 
realized that important item, then certainly we, who claim to be the 
best educated Nation in the world and the greatest democracy in the 
world, should pay attention to those resources. 

For the future I would say this: If we do not pay attention to the 
conservation of our water resources, then we ought to start some kind 
of program of birth control, because we are not going to have enough 
water for our population in the future—and I am against birth con- 
trol, and most of us Baptists are. But something has to be done 
about it. 

I ask again that this committee recommend to Congress the conser- 
vation of our water resources along the lines of TVA. If it is not 
done on a Federal basis, I recommend that the Federal Government 
go into partnership with the States and let us develop and control 
every river in the United States, and not just in Alabama. 

I thank you gentlemen and the lady of the committee. 

Mr. Jones. Thank you very much, Governor. 

Governor Fotsom. I hope I have not taken up too much time. 

Mr. Jones. No, indeed. These people have come a long ways to 
see you and they might want to ask you a question or two. 

Governor Foutsom. Yes. That is right. I will be glad to do my 
best. 

Mr. Reuss. Thank you very much, Governor, for your illuminating 
testimony. I am delighted to hear about the progress and prosperity 
of Alabama. 

I agree with our distinguished chairman that prosperity in this 
country is indivisible. I was delighted to see yesterday, when I went 
through one of your fine electric generating plants, large generators 
that were made at Allis Chalmers in my home State of Wisconsin. 

Governor Fotsom. We have one of their plants here in Alabama 
and are glad to have them. 

Mr. Reuss. I was glad to see the number of people from Wisconsin 
who come down and register on the guest books of your various recrea- 
tional areas along the valley. I want to echo what our chairman said, 
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that prosperity is indivisible and we are delighted Alabama is having 
some. 

Mrs. Grrrirus. We are certainly happy to have you here, Governor. 

Governor Forsom. We want you to have the same type of flood 
control in Michigan as we have here. We are highly in favor of it. 

Mr. Jones. We want to go to work to get Mrs. Griffiths some drink- 
ing water. They do not have enough drinking water in her town. 
That is the big problem in every large city today. 

Governor Forsom. That is Detroit. "What is wrong with the lake 
water? Isit too polluted ¢ 

Mrs. Grirrirus. We are convinced that there is an adequate source 
of water supply, but there is not enough water to mow the lawn or 
run the garden facilities. 

Governor Forsom. As I say, we are exceptionally lucky in Alabama. 
That is all the more reason why the Federal Government should enter 
into this thing wholeheartedly, either itself or in cooperation with 
the States. 

Mr. Jones. Congressman Lipscomb here is from Los Angeles. You 
transport that water about 176 miles ? 

Mr, Lirscoms. Over 300 miles. 

Governor Foisom. From the Hoover Dam ? 

Mr. Lirscomr. From the Mono Basin. 

Governor Fotsom. Youstill have a shortage, don’t you ¢ 

Mr. Lirscoms. We will have in about 13 years, but we started our 
development of that about 40 years ago. We had to have some men 
with vision a long time ago. 

Governor Foutsom. I remember it. I remember when they built it. 
I would like for you to explain one thing to me. Mr. Hoover was a 
great dam builder and conservationist and a public power man back 
when he built the Hoover Dam or the Boulder Dam. The Democrats 
called it Boulder Dam and the Republicans called it Hoover Dam. I 
am willing to call it Hoover myself. 

Mr. Lipscoms. I might point out that ex-President Truman was the 
one who changed the name to Hoover Dam. 

Governor Fotsom. Well, I am going to call it the Hoover Dam. 
Why did he reverse his field from the time he was President until now ? 

Mr. Liescomn. I do not know that he has. 

Governor Fotsom. He sent an antagonistic commission down here 
to—— 

Mr. Lrescoms. That is one thing I thought you ought to be clear on. 
I know you are clear on it, but we ought to point out that the committee 
you appeared before was a task force of the Hoover Commission. 

Governor Forsom. I know that. 

Mr. Lrescoms. They took their report back and the Hoover Com- 
mission developed their report on the basis of some of the information 
contained in the task force’s recommendations. The Hoover Com- 
mission did not embrace all of the Hoover Commission task force’s 
recommendations. So the committee that you appeared before was 
a part of the task force and not the Commission itself. 

The Commission which wrote the report was made up of some 
elected officials, and I do not believe that you necessarily have to be 
an electable man to be an expert in the field you arein. But there was 
Jim Farley, who is a very capable man; and Arthur Flemming; Styles 
Bridges; Rsetov John McClellan ; Robert Storey; Clarence Brown, a 
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Member from Ohio; and Chet Holifield, a Member from my own 
State who wrote the most comprehensive dissent to the Hoover Com- 
mission report; Joseph P. Kennedy; Sidney Mitchell; Solomon Hol- 
lister ; and Herbert Brownell, Jr. 

Mr. Jones. As I understand the Governor, he was talking about 
the task force. 

Governor Forsom. I was talking about the task force. Of course, 
I know about the Commission. I read in detail about them through 
the news magazines. 

Mr. Lirscoms. But there is a distinction between the task force and 
the Hoover Commission itself. 

Governor Fotsom. Certainly there is. 

Mr. Lirscoms. I imagine in your administration when you want 
to get the facts you usually go to the people who have knowledge of 
the situation and ask them for advice and help. They do not neces- 
sarily have to be politicians to be experts in their field. 

Governor Fotsom. Well, when I am dealing with the people’s busi- 
ness I generally ask the advice of a man who can be elected, and I 
know he can be elected. I confine it to that, generally speaking. Of 
course, I ask the advice of the experts in the field, but they cannot do 
business for setting a policy like this Hoover Commission attempted 
to do. I would never have thought of sending a task force out here 
without somebody being on there who could be elected tosomething. I 
would not have done it. 

Mr. Lirscoms. You can never tell a man’s capabilities until he gets 
out in front of the public and starts pushing hard. 

Governor Fotsom. That is right. That is the major task. 

Mr. Liescoms. Going back to your statement, I notice on page 3 
you said under paragraph 12 of your statement : 

As to the Commission’s sly suggestion that there be allowed more Dixon-Yates 
and Hoover Dam profitmaking ventures at Government expense. 

I am not concerned with Dixon- Yates. 

Governor Fousom. That was not the Commission. That was the 
task force. 

Mr. Lirscoms. But I am talking here about the “Hoover Dam 
profitmaking ventures at Government expense.” 

Do you say that the Hoover Dam has not been a successful operation 
in our State of California? 

‘ Governor Fousom. It has been very successful. I do not say that 
ere. 

Mr. Lirescoms. And it is not a profitmaking venture at Government 
expense. The Metropolitan Water District of Los Angeles and the 
Department of Water and Power of the City of Los Angeles 

Gavecane Fotsom. What the task force did there, I am saying, is 
they made a sly suggestion in an off-the-cuff way that we do away with 
all powermaking ventures at Government expense and turn them over 
to private industry. 

Mr. Lirscoms. Of course, what they did at the Hoover Dam is, 
the Government did build the Hoover Dam. 

Governor Fotsom. That is right. 

Mr. Lirscoms. But they also had firm contracts for the sale of the 
power produced from the Hoover Dam before it was built. This is 
a joint effort with the city and county of Los Angeles and the State 
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of California. It also sold to the private utilities some portion of 
the power. About 4 percent is wheeled out of the Hoover Dam at 
the present time. 

As far as a profitmaking venture is concerned, and as far as a suc- 
cessful venture is concerned, and as far as the people of Los Angeles 
are concerned, it is a very worthwhile project. The people of Los 
Angeles are paying back to the Government the total investment, plus 
interest, plus a fund for flood control, which is not a bad thing. 

Governor Fotsom. We are doing the same thing in the valley. 

Mr. Lirescoms. So I just wanted to point out to you that I do 
not agree with your statement in No. 12 under any conditions. The 
Hoover Commission task force may have used the Hoover Dam as 
an example of how it should be done. 

Governor Fotsom. Of course, most of the electricity goes to the city 
of Los Angeles. 

Mr. Liescoms. And surrounding communities. 

Governor Fotsom. And a pretty big portion of the water. Your 
congressional district benefited by it. 

Mr. Liescoms. Absolutely. 

Governor Forsom. It was at public expense. I mean the public 
built that just like the public built TVA here. 

Mr. Lirscoms. We sold bonds in the city of Los Angeles many 
years ago to pay for the wheeling of power and also to bring in the 
water. 

Governor Fotsom. The cities in Alabama did the samething. They 
did the same thing. 

Mr. Jonrs. Like Bessemer and Tarrant City. 

Governor Fotsom. Bessemer wheels the power and Bessemer is near 
Birmingham. Bessemer and Tarrant City wheel the power all the 
way from Guntersville down to Birmingham. You have heard, of 
that. It is the same identical thing. We want you to keep your 
Hoover Dam, and we want you to keep your water supply from 
the Hoover Dam, and we want you to keep your lower priced elec- 
tricity from the Hoover Dam, and we want to keep our TVA, and 
we want every other region to have something similar. 

Mr. Lirscoms. Inasmuch as there is a slight difference between the 
Hoover Dam operation and the Tennessee Valley Authority, is that 
not indicative of the fact that the Government through Congress 
sooner or later had better get a water resources policy of some type 
to treat the situation pretty uniformly across the coutnry ? 

Governor Fotsom. I am in favor of it. I would say the only differ- 
ence between the Hoover Dam and TVA here is that we have naviga- 
tion, and I guess it is impossible to navigate over a dam of that height. 

Mr. Lipscoms. There is a difference in the financing and operation.. 
We have private power in ours, which I think is all right to operate 
asa partnership. I think that is probably where you and I disagree. 

I noticed in your statement you even indicated that you believed 
your cities, counties, and States should participate with the Federal 
Government on a partnership basis in developing and keeping our 
national natural resources. 

Governor Fotsom. That is true. 

Mr. Liescoms. Therefore there is a great need for a water resources 
policy which should include power. 

Governor Forsom. That is right. 
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Mr. Lrescoms. So the Hoover Commission and its task force are 
at least focusing attention on that fact, whether or not we agree or 
disagree with the recommendations in the report. Out of this and 
out of the hearings of this committee perhaps there will come such 
a policy—and it had better come quickly. 

Governor Forsom. I hope you are right. 

Mr. Lapscoms. I believe that anyone who testifies before the com- 
mittee should testify as you did, whether he likes the Commission 
report or dislikes it. I think we have to get constructive suggestions 
from the public so that we can adequately do our job. 

Governor Forsom. My constructive suggestion is this: Control the 
water resources at the headwaters of the river—all rivers. The by- 
product naturally will be public power and navigation. Navigation 
naturally will be made available in the public interest, and the by- 
pa of the public power should, as is the policy of the United 
States Government now—if it had not been repealed in the last 2 
years—should be that the co-ops and cities and towns and counties and 
public bodies have first and primary access to that power ahead of 
any private organization. That is my constructive suggestion. 

Mr. Lirscoms. Just one further thing, Governor. As a Governor 
of a great State you are aware of the financing problems we have at 
all levels of the Government. How can we do all of the things neces- 
sary and still reduce expenditures as the public needs, and still reduce 
taxes? 

Governor Fotsom. Well, I have always complained about it and I 
have been complaining about it for 9 years. I spoke about it and 
got beat about it one time in a race. There has been enough money 
dumped overseas in the last 9 years to put a dam for flood control and 
complete control over every river in the United States. Enough 
maney has been thrown away overseas to put a dam at the headwaters 
for the control of every river in the United States. It is not figured 
in just a few billions of dollars, but it is in the tens of billions of 
dollars. 

That would be the best way I know of to do it. Quit throwing it 
to every hottentot in the world and keep it here and spend it on our 
people for our own benefit. It is the best recommendation I can give 
you. And do not increase taxes. 

Mr. Lirscoms. You would not suggest that our foreign aid has not 
been of some good to our national economy / 

Governor Fotsom. It may be; but I just cannot see giving our 
assets and resources away and squandering them on others. just 
cannot see it. I was not taught and reared that way myself. I just 
do not understand the arithmetic of it. 

Mr. Lirescoms. I wish it were possible to stop foreign aid and to put 
that money into our national economy. 

Governor Fo.som. I will support you on it. 

Mr. Liescoms. But I do not believe it can be done in the very 
near future. 

Governor Fotsom. Thank you. Are there any other questions? 

Mr. Jones. Governor 

Governor Fotsom. Yes, Mr. Jones. 

Mr. Jones. If the Hoover Commission’s recommendations were 
adopted by the Congress and were to become law, do you think that 
the port of Mobile, which has an authorized project for the deepening 
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of the channel, could have that project prosecuted under the terms 
that are set forth in the Hoover Sesenbeaue recommendations ? 

Governor Forsom. I will just have to beg leave on that. I have 
not studied the harbor section of the Hoover Commission report. 

Mr. Jones. They would incur a toll charge on the use of those 
facilities, because it would represent a Federal investment and the 
ships that ply the inland waterways of Mobile would have to pay 
a toll. 

Governor Fousom. That would handicap us. We are sensitive in 
the State administration—it is sensitive about the port of Mobile, be- 
cause, as you know, our dock system down there is unique in the 
Nation. It is a department of the State government which is exactly 
like the highway department. It is not an authority, or anything 
like that, but a department of the State government, with power just 
like the highway department, or any other department. Anything 
that would put a toll or a tariff on transportation in and out of Mobile 
Bay would, of course, affect us. Anything that puts a toll or tariff 
on in any form is very hurtful to the economy. 

Mr. Jones. On the Warrior system we have just completed one 
dam. Its primary purpose is navigation. It has some flood control 
in it, but most of the cost was apportioned to navigation. Other dams 
would be for replacing old and obsolete dams like Jackson at the 
headwaters of the river, and the headwaters of the forks, which is 
proposed to serve navigation and the lower part of the river in dry 
seasons. If a toll were placed on the users of that waterway system 
there would be no need for the Federal Government to consider hav- 
ing a further interest in the development of that stream. Is that 
right ? 

Governor Forsom. That is right. 

Mr. Jones. And the same would be true on the operation of the 
‘Tennessee. 

Governor Fotsom. That is right. 

Mr. Jones. And the operation of the Tennessee Valley Authority’s 
generation of power, and its method of distribution of power. We 
could not contend that TVA is a healthy enterprise if it could not 
function along the lines it was commissioned to under the TVA Act. 
The most recent arrangement is a partnership arrangement on the 
Coosa under which the Federal Government is going to invest in the 
navigation features and the Alabama Power Co. will take over the 
flood control and generation of power. If we place the restrictions 
on its use that the Hoover Commission recommendations make, then 
the future of the rivers of Alabama does not look very bright at all. 

Governor Fortsom. I would like to call the attention of the com- 
mittee, and it possibly already has noted it, to the fact that the Ala- 
bama Power Co., on the Coosa River, in conjunction with the Army 
engineers, is building about three dams to produce electricity pri- 
marily, but they also put navigation in their locks. That is a case 
where the Federal Government is working hand in hand with the 
private power company, and my administration is lending every 
cooperation to it. I have already had the Chief of Engineers and 
the president of the company together relative to putting highway 
bridges across these dams. I have had a conference with them. 
There is no question about driving private enterprise out of business. 
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Nobody wants to. It is not private enterprise. A utility is not a 
private organization. It is a private organization in public business. 

Mr. Jonzs. It is a monopoly. 

Governor Forsom. It is a public corporation. That is what it is. 

Mr. Jones. Regulated by the government. 

Governor Forsom. When these folks say it is private they just use 
misleading advertisements and misleading statements. It is not 
private enterprise. 

Mr. Jonrs. Thank you very much, Governor. 

Governor Fotsom. Thank you, gentlemen. I enjoyed it. I hope 
Congressman Lipscomb won’t object to my being partisan, but I am 
just naturally partisan. I’m just one way. I don’t believe in biparti- 
sanship even on the price of turnip greens. I don’t think we ought to 
get together. There ought to be two sides to every question. I am 
just completely partisan on my side, and for TVA. 

I thank you. 

Mr. Jones. The committee will stand in recess for 5 minutes. 

(Whereupon a recess was had. ) 

Mr. Jones. Our next witness is Mr. William J. Hull, of Ashland, 
Ky., representing the Ashland Oil & Refinery Co. 

We are glad to have you, Bill. 


STATEMENT OF WILLIAM J. HULL, CHAIRMAN, LEGISLATIVE 
COMMITTEE, OHIO VALLEY IMPROVEMENT ASSOCIATION, INC. 


Mr. Hui. Mr. Chairman, I am grateful to the committee for giving 
us an opportunity to appear. 

If I may, I would like to say that actually I am appearing on behalf 
of the Ohio Valley Improvement Association, in which I am chairman 
of the legislative committee. Governor Johnson has given the com- 
mittee the general statement of the purposes and composition of the 
Ohio Valley Improvement Association. I will not bore you with 
repeating that. 

Mr. Jones. I would like to identify you to the rest of the committee. 
You were an associate of Mr. Reuss back in the Government service. 
T remarked earlier that I believe Henry knows more people than any- 
body I know of. Every community we go into he has either been in 
service with somebody in the community, or has been in practice with 
them somewhere along the line. 

Mr. Huu. It was a great pleasure to see Henry here and I was de- 
lighted to note he was on your subcommittee, Mr. Chairman. 

Mr. Jones. And he is certainly a very valuable member of the com- 
mittee. 

Mr. Hutz. Mr. Chairman and members of the subcommittee, my 
name is William J. Hull. I reside in Ashland, Ky. I am chairman of 
the legislative committee of the Ohio Valley Improvement Association 
and I appear on behalf of the association and also on behalf of the 
National Waterways Conference. The Ohio Valley Improvement As- 
sociation, a nonprofit corporation of the State of Ohio, is dedicated to 
the development of water resources in the Ohio River Basin for naviga- 
tion, flood control, and water supply. Its members include a wide 
range of industria] firms, financial institutions, civic groups, com- 
mercial and river transportation interests, and private individuals who 
are concerned with the efficient, orderly, and comprehensive develop- 
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ways Conference is a voluntary association representing many water- 
way improvement associations throughout the Nation, as well as a 
number of commercial, industrial, and waterway transportation 
interests and civic groups, which have associated themselves to oppose 
the imposition of tolls or user charges on the Nation’s waterways. 

Mr. Keen Johnson has presented to you an appraisal, with which 
the Ohio Valley Improvement Association is in full accord, concern- 
ing the relationship of low-cost water transportation based upon the 
historic free-waterways policy of the United States, to the industrial 
and economic development of the Ohio River Valley, and the grave 
risks to the continuing prosperity and further growth of that great 
region implicit in the user charge proposal of the Hoover Commission. 

On the issue of user charges, I should like to address my remarks 
today to the two central propositions upon which the Hoover Com- 
mission appears to base its recommendation. At the hearings of the 
subcommittee scheduled to be held in Cincinnati, Ohio, on November 9 
and 10, I expect to present to the subcommittee a detailed analysis, 
still in preparation, of the Hoover Commission and task-force reports 
insofar as they relate to user charges. 

I might interject this thought at this point. The complications and 
complexities of a user-charge proposal are enormous. The task force 
and the Commission have omitted so many important aspects of the 
problem from their consideration, ranging all the way from constitu- 
tional questions to questions of the relationship of their proposal to 
national transportation policy, as Congressman Holifield pointed out, 
that we felt the committee was entitled to have the best analysis we 
could provide of all those interrelated questions, and some fairly full 
presentation of the failures of the task force and the Commission even 
to indicate the terrific complexities of the problem they dealt with in 
such a summary way. 

However, today I would like to limit my remarks to the two basic 
propositions on which the Commission itself has appeared to base its 
user-charge recommendation. 

Preceding then with the first of the Commission’s two justifica- 
tions for user charges. This is that: 

The traffic (on the inland waterways) today is mainly by industries located on 
or near these improved streams * * * (Commission report, p. 83). 

Or again at page 84— 

Today the nature of traffic over the inland waterways has shifted to bulk 
traffic such as oil, coal, and ore. 

On the basis of this allegedly recent shift in the nature of traffic, 
the Commission concludes that user charges should be imposed to 
relieve the taxpayers of the country of the cost of providing “a special 
privilege” to “large shippers of bulk commodities” (Commission 
report, p. 85). 

Of course, the allegation that the predominance of heavy bulk traf- 
fic on the waterways is a recent development is completely untrue. It 
was demonstrated by the report of the famous National Waterways 
Commission (this distinguished Commission of Senators and Con- 
gressmen under the chairmanship of Senator Theodore E. Burton of 
Ohio spent 3 years in completing a worldwide study of waterways), 
filed with the Congress in 1912, that the railroads had captured from 
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the waterways, first the passenger traffic and then the high-grade 
freight, leaving for the waterways only the low-grade (basic mate- 
rials) freight. The National Waterways Commission traced this 
trend on each nation giving dates of the displacement in many in- 
stances before this century. The Hoover Commission has thus pie- 
tured as a recent development a change in the character of waterway 
freight which started with the first railway competition and had run 
its course and settled down to predominantly heavy bulk commodities 
before the turn of the century. 

The further fact is that in recent years traflic on the waterways has 
become less exclusively a movement of commodities of low unit value. 

On the Ohio River, for example, the movement of iron and steel 
products, finished commodities of high unit value, increased from 
14.6 percent of the ton-mileage of traflic in 1947 to 22 percent of the 
much expanded tariff of 1953. During the same period the ton-mileage 
of chemicals increased from 5.2 percent to 6.7 percent of the total. 
Assembled automobiles have been an important and growing item of 
waterway traffic. 

The Commission has thus made statements as to the traffic trend 
which are contrary to the facts. Its statements might have been valid 
in 1890. In 1955 they are totally misrepresentative. If traffic on the 
waterways is shifting, it is shifting from and not to “raw materials of 
low unit value.” 

In attempting to find support for its position that Federal expendi- 
tures for waterways improvements create a subsidy or a special privi- 
lege for large shippers at the expense of the general taxpayers, the 
Commission faced a difficult dilemma. If it took the position that 
such expenditures have been of that character over an extended period, 
it would be accusing the Congress of favoring special interests, prob- 
ably without constitutional authority, through repeated appropria- 
tions for waterway improvement. 

It would, moreover, have found its position in direct conflict with 
the views expressed by its own Chairman as Secretary of Commerce 
and as President and by practically all the other Presidents of the 
United States from Washington to Eisenhower, that soundly con- 
ceived and economically justified waterway improvements are in the 
national interest and benefit the entire economy. It would appear, 
therefore, that to avoid openly accusing the Congress of the United 
States of reprehensible conduct, and to avoid the embarrassment of 
public denial of carefully considered statements of its own Chairman 
and many other Presidents, it decided upon a face-saving formula. 
This amounts to saying: 


Waterway improvements may have been justified in days gone by, but now condi- 
tions have changed. “Today” the nature of traffic has “shifted.” 

But in taking this escape route, the Commission leaped on the other 
horn of the dilemma. The name of this horn is “truth.” The nature 
of traffic on the waterways has shifted, if at all, in exactly the opposite 
direction from that indicated by the Commission—not from but to 
higher value freight. 

Surely the Congress will not be deceived. It has known the facts. 
The Corps of Engineers and others recommending waterway improve- 
ments have fully disclosed the nature of the traffic. The report of the 
National Waterways Commission described and explained the entire 












‘eS 


11s 
n- 


ay 
an 
es 


as 
1e. 
2e] 
m 
he 
ge 
al. 
of 


nd 
lid 
he 


li- 
vi- 
he 
iat 


yb- 
in- 
ith 


rece 


m- 
che 
ar, 


‘ed 


an 
la. 


1di- 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 883 


matter to the Congress in 1912. And the Congress, recognizing the 
obvious fact that it is to a large extent because the bulk of waterway 
tonnage consists of basic raw materials that the benefits of low-cost 
transportation are so widely diffused throughout the economy, has 
fostered and supported sound waterway development programs in 
the national interest—for the public welfare, not for a few large 
shippers. 

his I believe disposes of the Commission’s first argument for user 
charges. The second is this: The Commission says at page 84-—— 

Mr. Reuss. May I interrupt you there, since you are going on a 
new subject, Mr. Hull, to make sure I follow you fully? You indi- 
cated in your opinion the Hoover Commission misrepresented the 
facts when it stated that the shift has recently been to bulk freight. 
If anything, it has been away from that. Is that correct? 

Mr. Hout. Precisely, Mr. Reuss. 

Mr. Reuss. However, let us suppose they had been correct in their 
views and let us suppose there had been a shift to bulk freight on the 
inland waterway. Would that, in your opinion, have justified their 
recommendation for the imposition of user charges? 

Mr. Hutu. No, it would not, Congressman. 

Mr. Reuss. I am not quite clear 

Mr. Hutz. I was only trying to point out that the Commission had 
made a statement which is demonstrably incorrect. I was trying to 
explain why I thought they had done that—I think the reason why 
they did it was to find a way out of a dilemma with which they were 
confronted, which was that everybody, and particularly Mr. Hoover, 
had always insisted on and always called for the maximum waterway 
improvements, and everybody who has ever studied the problem 
knows that. Now, rather than repudiate him and the Congress it 
seems to me they tried to find some kind of an excuse, or basis, or 
unembarrassing foundation, for their concrete position that the water- 
way development program had been a subsidy to a small group of 
special interests. ‘That was the point I was trying to make. 

Mr. Liescoms. How do you reconcile the fact that some of the 
budget messages of three Presidents have indicated they were in 
favor of user charges? 

Mr. Huux. Mr. Lipscomb, I would like to say two things about that, 
if[ may. The first is that the statements with respect to user charges 
in the budget messages of Presidents Roosevelt, Truman, and Eisen- 
hower, do not by any means specify the conditions under which those 
user charges might be considered wise in the public interest. I sug- 
gest that those three Presidents, furthermore, have taken rather in- 
consistent positions, because in every case they have recognized— 
and I will be glad to provide the committee with quotations—and at 
Cineinnati I meant to do so anyway and to deal with that pomt—they 
have indicated their appreciation of the wide diffusion of benefits 
from waterway development, while at the same time adopting the 
position that for some mysterious reason relatively few people ought 
to pay for benefits that are of direct benefit to the entire country. 

Secondly, I also will submit to the committee in Cincmnati an 
analysis of the way in which the task force distorted what President 
Eisenhower said. The statement with respect to user charges in the 
first part of the quotation that the task force gives from President 
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Eisenhower relates, if you read the part that was left out, without any 
indication by asterisks to the quotation, the postal service, and it is 
thousands of words later in the budget message that any reference is 
made to transportation and other internal improvements; and there 
the character of the suggestion is quite different and may or may not 
specifically refer to navigation improvements on the inland rivers. 

I will beg leave to give you a more detailed statement with respect 
to that in Cincinnati. 

We think it is of considerable importance to indicate the bias and 
prejudice of the task force in this whole matter. 

Mr. Liescoms. In the statement you just made you indicated that 
the two previous Presidents, Roosevelt and Truman, were inconsist- 
ent in the stands that they took. 

Mr. Hutt. I would say this, Mr. Lipscomb: I think there is incon- 
sistency in the positions they took. I also feel it should be noted that 
neither of them was very specific about exactly what level of user 
charges and under what circumstances and under what safeguards 
they would make that recommendation. President Roosevelt had a 
couple of different positions about it. 

In 1934 he appointed a committee of Cabinet rank officers, including 
Cordell Hull and others, to study the problems as to whether the 
waterways could be made, as he put it, I think, self-supporting or 
self-liquidating. That very distinguished group, after studying the 
question for quite a long time, came up with a report that opposed 
the imposition of any user charges on the inland waterways. 

Again in 1939 he modified his position some and came up with a 
proposal and appointed a committee to carry it out, that about half 
of the costs of waterway operation and maintenance should be re- 
covered. Again the committee he appointed, to his disappointment, 
apparently, came up with the conclusion that there should not be any 
user charges at all. 

As far as President Truman is concerned, I am not sure whether his 
statements give any concrete evidence of the conditions, as I say, and 
the limitations, and any really thoughtful consideration of the com- 
plexities of the problem. 

If we are able to assist the committee to understand the depth of 
those complexities, I think we will have rendered a little aid, because 
that is the problem. It is such an easy thing to say, “Of course, let 
us charge the users.” But when you consider the competitive ramifi- 
cations and all of the relationships to other forms of transportation, 
and the constitutional problems, and the treaty problems, and all of 
the rest of it, then it becomes much less easy. It is to that point that 
I will hope to address some time in Cincinnati. 

Mr. Reuss. If I may add one more thought on that, what I as an 
individual committee member am interested in on this question of 
user charges is not whether the Hoover Commission recommendations 
have been made at other times and by other people, but whether they 
are sound or unsound. We certainly will appreciate any observations 
you can give us on that. 

Mr. Huui. We want, Mr. Reuss, to consider the general problem. 
For the purposes of today’s appearance, however, I did want to 
bring to the committee’s attention what I believe to be the unsoundness 
of the two fundamental propositions on which the Commission itself 
based its recommendation. 
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Now their second basic argument for user charges, as it appears on 
page 84, is as follows: 

The principle of tolls was established for inland canals early in our history. 
The Government imposes a toll for the Panama Canal and the legislation which 
authorized the improvement of the St. Lawrence, adopted by Congress in 1954, 
makes it mandatory that tolls be collected sufficient to fully reimburse the 
Government for costs incurred in the construction, maintenance, and operation 
of the project. There is no distinguishing fact, theory, or principle to support 
user charges for the Panama Canal and on the St. Lawrence seaway, which does 
not equally support user charges for inland waterways. 

This statement conceals the true significance and meaning of the 
historic free waterways policy of the United States. All that history 
is brushed aside with a reference to tolls on inland canals. The Com- 
mission of course neglects to mention that the early canals were 
operated by quasi-private corporations and that when the Federal 
Government acquired them, it made them toll-free. As the subcom- 
mittee knows, the free waterways policy of the United States stems 
from the famous Northwest Ordinance adopted on July 13, 1787, by 
the 8th Congress sitting under the Articles of Confederation, for the 
government of the Northwest Territory. That ordinance established 
religious freedom, guaranteed the rights of habeas corpus and trial 
by jury, provided for other vital liberties and proclaimed the freedom 
of the waterways in these words: 

The navigable waters leading into the Mississippi and St. Lawrence and the 
carrying places between the same, shall be common highways, and forever free, 
as well to the inhabitants of said Territory as to citizens of the United States, 
and those of other States that may be admitted into the Confederacy, without 
any tax, impost or duty therefor. 

The first part of the ordinance deals with certain administrative 
matters; the second part, articles I through VI—which I just read 
you—are by virtue of section 14 established as a solemn compact : 

It is hereby ordained and declared by the authority aforesaid, that the fol- 
lowing articles shall be considered as articles of compact between the original 
States and the people and States in the said Territory, and forever remain 
unalterable except by common consent. 

Thus the guaranty of free waterways, without tax, impost or duty 
is a solemn contract of equal dignity with the guaranties of religious 
freedom, trial by jury and habeas corpus. It was on the motion of 
Thomas Jefferson that these rights were established by compact and 
not by mere legislation. When the First Congress under the new 
Constitution of the United States met in 1789 it adopted the North- 
west Ordinance without change. 

Succeeding Congresses modified the administrative features of the 
ordinance but never the compact. And on May 26, 1790, the Congress 
extended the same “privileges, benefits, and advantages” to the in- 
habitants of the Southwestern Territory. This was inclusive of the 
same compact. ; 

The compact under the Northwest Ordinance involves the rights 
of the following States: Ohio, Indiana, Illinois, Michigan, Wiscon- 
sin, Minnesota, (east of the Mississippi River) and Pennsylvania 
(that part included in the Erie Purchase). The compact as extended 
by the Southwestern Ordinance involves the rights of the following 
States: Kentucky, Tennessee, Alabama, Georgia, and Mississippi. 

When the various Territories, which later became States, were 
carved out of the Northwest Territory, the terms of the Ordinance of 
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1787 were again incorporated. Similarly in the organic acts of the 
various territories south of the Ohio River which later became States, 
the ordinance was incorporated. The acts of Congress admitting 
various States to the Union contained declarations that the navigable 
waters should be common highways and forever free (Louisiana, Mis- 
souri, California, Oregon, Mississippi, Alabama). 

Beginning with the treaty of peace with Great Britain of September 
3, 1783, numerous treaties with foreign countries have contained com- 
parable provisions. Thus the Treaty of Guadalupe Hidalgo (1848) 
with Mexico prohibits taxation of navigation on the Colorado, Gila, 
and Bravo del Norte Rivers except by consent of both parties. See 
also: Webster-Ashburton Treaty of August 9, 1842, United States and 
Great Britain; Treaty of Washington of May 8, 1878, United States 
and Great Britain; Gadsden Treaty of 1853, United States and 
Mexico, 

When Congress began to assume direct responsibility for river and 
harbor improvements, it was provided in the Rivers and Harbor Act 
of 1882 and again in 1884 and 1909 that— 


No tolls or operating charges whatever shall be levied or collected on any ves- 
sel, dredge or other water craft for passing through any lock, canal or eanalized 
river, or other work for the use of benefit of navigation, now belonging to the 
United States, or that may hereafter be acquired or constructed. 


Both before and after the enactment of this general provision, 
whenever the United States acquired private canals or other non-Fed- 
eral works of improvement, Congress provided that such canals and 
improvements should forever remain free from tolls (17 Stat. 560, 
563; 18 Stat. 43, 44; 21 Stat. 141; 21 Stat. 180; 29 Stat. 202, 217; 40 
Stat. 1275, 1277; 48 Stat. 1186). 

After reviewing this history, Mr. Gerald D. Morgan of Washington, 
D. C., in a statement made on behalf of American Waterways Opera- 
tors, Inc., before the Senate Committee on Interstate Commerce in 
opposition to Senate bill 2473, 82d Congress, April 7, 1952, concluded 
with the following statement: 


If this history and these declarations extending over a period of more than 150 
years do not constitute a solemn pledge by the United States to its citizens and 
to the States of the Union that the Federal Government will never levy charges 
for the use of the navigable waters, then it is difficult to imagine how the faith 
of the United States can be pledged. During the last hundred years, in reli- 
ance upon this pledge, cities and other centers of population have developed to 
their present state, industries have been established, and other vast geographic 
and economic relationships affecting the entire United States have become fixed. 
In the consideration of legislation that would have the effect of ignoring that 
history and of repudiating those pledges—pledges, indeed, that materially con- 
tributed to bringing our Nation into being—it is well to recall the words of one 
of our great Chief Justices in a vital case that upheld the supremacy of law in 
the heat of a bitter controversy: 

“The highest honor of sovereignty is untarnished faith” (Chief Justice Roger 
Taney in Ableman vy. Booth, 21 How. 506, 16 L. Ed. 169). 


The Hoover Commission and its task force have a different view of 
that history—one that suits their convenience and bears no ascertain- 
able relation to the facts. As pointed out by Commissioner Holifield 
in his dissent, the navigation task group finding that the word “free” 
in the Northwest Ordinance did not comport well with the argument 
for user charges, puts forward the remarkable theory that the word 
“free” in this context means that “no individual or group will be per- 
mitted to obtain a monopoly of navigation on these waters.” The 
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task force group simply ignores the specific language of the ordinance 
that “no tax, umpost, or duty” shall be charged. The task force and 
the Commission appear totally uninterested in the obligations of the 
United States under its international treaties, much less to its own 
citizens under the most solemn compacts. 

Moreover, the Commission’s bald assertion that there is neither fact, 
theory, or principle to distinguish the Panama Canal and the St. 
Lawrence seaway from the inland waterways of the United States is 
simply false. There is this distinguishing fact of overriding im- 
portance—both the Panama Canal and the St. Lawrence seaway are 
international water courses. 

Mr. Jones. May I ask you a question at that point? 

Mr. Huu. Yes, Mr. Chairman. 

Mr. Jones. What about the international watercourses? Did the 
task force go into a discussion of navigation on the international 
streams such as the Rio Grande ? 

Mr. Huu. No, I am sure they did not. I am sure they did not. If 
they did they did not give it any weight. There may be some refer- 
ences to it, Mr. Chairman—I cannot speak to that positively—but I 
am sure they gave it no weight. 

Their traffic consists or will consist of large volumes moving in for- 
eign-flag vessels. The inland waterways paid for by the American 
taxpayers are used almost entirely by American citizens, who pay to 
their Government in taxes a very large proportion of any profits they 
may derive from use of or benefit from the inland waterways. That 
distinguishing fact fully justifies the application of an entirely differ- 
ent principle to the inland waterways. 

It might have been expected that the task force and the Commission 
before attempting to present their bizarre doctrine to the Congress of 
the United States would have examined the legislative history of the 
St. Lawrence Seaway Act. Had they done so, they would have found 
in the report of the Public Works Committee of the House of Repre- 
sentatives—of which you, Mr. Chairman, are a distinguished mem- 
ber—recommending passage of the St. Lawrence seaway bill (S. 2150, 
83d Cong.) the following statement at page 10 of the report: 

In approving the imposition of tolls as part of this project, the committee 
wants it expressly understood that by such action it is not digressing from the 
firm and long-standing toll-free policy established with respect to inland water- 
ways. 

Mr. Jones. I think the record will disclose on examination that that 
provision which you are reading now I insisted should be included in 
the report. 

Mr. Hutu. I am delighted, but not surprised to hear it, Mr. Chair- 
man. 

The approval given herein is not intended to be interpreted as a precedent vary- 
ing the toll-free policy, since this project, being international, is clearly dis- 
tinguishable from purely inland waterway facilities in the United States. 

The great Public Works Committee of the House thus demonstrates 
its clear understanding of the importance of the historic free water- 
ways policy of the United States and its respect for the solemn pledges 
of the General Government. 

To rely upon the tolls provision of the St. Lawrence Seaway Act as 
a precedent for user charges on the inland waterways, as the Com- 
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mission and the task force have done, in the teeth of the committee’s 
express stipulation against such reliance, can be excused, if at all, 
only on grounds of carelessness and ignorance. 

Mrs. Grirrirus. May I ask a question? 

Mr. Reuss. Yes, indeed. 

Mrs. GrirrirHs. Would you not say the waterways were guaran- 
teed their freedom by the Northwest Ordinance and the Constitution 

rimarily not as an economic reason, but actually to keep down friction 
tween the States? 

Mr. Huu. I think it was a twofold objective, Mrs. Griffiths. As 
I read the history, the Founding Fathers were keenly aware of the 
importance of the free use of the waterways for the development of 
the country. I could cite you a number of statements from Washing- 
ton and Jefferson and others on that point. 

One of the most vivid examples of the relationship of ideas, I 
think, is in the two quotations from Andrew Jackson made in 1829 
and 1830 that Governor Johnson read to you this morning. Of course, 
there was the overriding importance of avoiding the frictions and 
localism and regionalism that was destroying the country up to the 
time the new Constitution was adopted, but there was a longer range 
objective, if I may say so. The idea that the improvement and de- 
velopment of these waters for the benefit of the whole people was 
vital to the western spread of the Nation is just sprinkled all through 
the early records of the country. 

Mrs. Grirrirus. That is quite right. That economically, too, it 
would have been sound and would have kept them free because there 
would have been great discrimination, and that must have been the 
theory of the pact and the reassurance given by the Federal Govern- 
ment that they would not discriminate between States. Therefore 
they left them free. 

Mr. Hutu. Yes. Because it is almost impossible, Mrs. Griffiths, to 
devise—and this is a point I hope to take up before the committee 
later on in Cincinnati—it is almost impossible to devise in my opin- 
ion at least a system of user charges thish will not run afoul of the 
first preference clause of the Constitution, which says that the Con- 
gress shall not by any regulation of commerce or revenue give prefer- 
ence to a portion of one State over another. The history of that 
clause is such as to indicate very clearly the foundation for what you 
just said. 

Mrs. Grirrirus. The original reasons, or the first reason, must have 
been to keep it free of friction. The second reason must have been 
economic. One State would not be favored over another. Because 
water transportation was really the only good means of transporta- 
tion. Now there are many other means of transportation, and perhaps 
better means of transportation. So that whatever the original rea- 
sons are, they passed. 

Mr. Hut. I should not think so, Mrs. Griffiths. I will put it this 
way: The vitality of the pledge derives very largely from the fact 
that in reliance on it insofar as it has been a guaranty protecting the 
waterways from complete destruction by the railroads, and insofar 
as it provided low-cost transportation, that has invited industry and 
encouraged development. That action in reliance entitles it to some 
genuine respect, even though it may be that some of the intial consid- 
erations underlying it may have disappeared. I would submit, how- 
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ever, that they have not all disappeared. There is still a problem in 
this country of guarding against regionalism; and, the free waterway 
policy is an element in the broad conception of this as one nation, 
and any system of tolls will, as Governer Johnson said, affect the 
pees sea of the country in such a way as to be the practical 
equivalent of internal tariffs. 

Mr. Jones. May I ask a question at that point Following the same 
reasoning you advanced to the committee, is that why you think the 
interstate compacts have been so unsuccessful—that is, those that have 
been attempted ? 

Mr. Huu. Mr. Chairman, I would not have said that the interstate 
compacts generally have been unsuccessful. I did not mean to imply 
that. 

For example, I think our compact—— 

Mr. Jones. I understood you to say that the Constitution, or one of 
its purposes, was to avoid this regionalism that we see cropping up 
now and then. The interstate compacts, from my observations of the 
few that I have known, have not been successful, not only in the field 
of water resources, but in almost every other field. 

Mr. Hutu. Mr. Chairman, I really do not feel competent to comment 
on that, except to say this—— 

Mr. Jones. I didn’t want to take you afield. 

Mr. Huw. The Ohio River Sanitation Compact is an instance where 
I think there was a regional problem. Of course, there are regional 
problems that can be dealt with regionally. I would be the last to 
say that every problem has to be dealt with by the Federal Govern- 
ment. 

Mr. Jones. I did not want to imply that. 

Mr. Hurt. But I do think in regard to the point I was concerned 
with here, that in the early history of the country it was considered 
important to cut away the handicaps of regionalism, localism, and 
discrimination, which were destroying trade. I think it is still an 
important national policy too. 

Mr. Jones. I did not want to take you out of your field, though. 

Mr. Reuss. Going back to your testimony for a minute or two, Mr. 
Hull, as long as we have broken the trend—going back to the point 
where you consider the argument of the task-force group in relation to 
the word “free” in the Northwest Ordinance, instead of meaning free 
for nothing, with no charge, where you do not have to pay, they inter- 
preted it to mean free enterprise and no monopoly. Is there in any 
of the reported decisions of the United States Supreme Court, or any 
State court, or any lower court, any consideration at all that you have 
been able to find given to that suggestion of the task-force group? 

Mr. Huu. I have not found it, Mr. Reuss. The application of the 
Northwest Ordinance to State taxation of various kinds has been con- 
sidered by the courts. A rather fine line seems tobe drawn. We have 
a recent case in Kentucky which will probably go up to the court of 
appeals before long, where some very sparkling vitality is being put 
into the Northwest Ordinance. 

Kentucky tried to enact a tax which would tax interstate movements 
of barge companies on the Ohio River in such a way as to cause them 
some difficulties, these fellows thought. These were shippers who did 
not lodge their boats in Kentucky, but were just moving cargoes up 
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and down the river off the Kentucky shore. The way the tax was set 
up, without boring the committee with details, gave rise to a decision 
in the circuit court at Frankfort, Ky., that the tax was invalid under 
the Northwest Ordinance—— 

Mr. Reuss. Thank you. 

Mr. Hutt. In view of the express statement that the waterways 
should be free of tolls, imposts, duties, and so on—whatever the exact 
words are. 

Mrs. Grirrirus. I would like to have the Hoover Commission show 
me how you could put the tolls on without destroying water traflic. 
But on the other hand, I would be interested in understanding you com- 
pletely in your thesis that these tolls would develop regionalism and 
would hurt one section of the country as opposed to another if they 
were imposed by the Federal Government. 

Mr. Hux. Mrs. Griffiths, do you want me to try to answer that now 
or in Cincinnati ¢ 

Mrs. Grirriris. Well—— 

Mr. Huu. The reason why I say that is, it is a very important part 
of what we want to present to the eommittee there. It is enormously 
volved, and I do not feel I can do it im just a short time. 

Mrs. Grirrirus. That would be perfectly all right. 

Mr. Huw. I had just said that I felt the failure of the Commission, 
not only the task force and the task group, but the Commission itself, 
to look at the legislative history on the St. Lawrence seaway bill, 
could be excused, if at all, only on the grounds of carelessness and 
ignorance. 

In any event, it seems to me the Commission’s principal argument 
in support of its recommendation of user charges is found to be 
utterly without substance or validity. 

The imposition of tolls or user charges on the Ohio and other rivers 
of the Nation would violate the pledge of the Government to the 
people and no amount of logic chepping or obfuscation by the Hoover 
Commission or its task force can change that hard and basic fact. It 
would reverse a policy deeply rooted im our national life for five gen- 
erations and it would gravely impair the industrial and eeonomic 
system created in reliance upon the Government’s repeated assurance 
that the rivers of the Nation shall remain forever free. 

In recommending such a fundamental change in national policy, 
the Hoover Commission has undertaken a heavy burden of proof. 
It is respectfully submitted that they have failed to meet it. We 
urge the subcommittee to disapprove the recommendation for user 
charges on our inland rivers and we are confident that the Congress 
of the United States will reject it. 

We note that the Hoover Commission report is critical of alleged 
excessive benefit estimates by Federal agencies for project justifica- 
tions. It is our experience that the Corps of Engineers—the agency 
whose work is best known to us—is conservative rather than unduly 
liberal in its estimates of project benefits. We have had occasion, 
particularly in the field of navigation, to make rather intensive eco- 
nomic studies pertinent to proposed improvements, for which the corps 
also had evaluated benefits. We find their basic economic criteria to 
strongly on the conservative side. Their past conservatism has been 
proven by actual accomplishments far beyond their predictions on 
such projects as the Ohio River navigation improvement. 
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While we are less familiar with certain aspects of flood-control 
operations, it seems apparent to us that the Hoover Commission has 
not duly recognized the vagaries of meteorological and hydrological 
phenomena, and the consequent necessity for dispersal of control in 
a system to protect an area such as the lower Mississippi. Also, it 
appears they have not recognized the conservative factors in the 
corps’ estimates of reservoir effects on the lower Mississippi, wherein 
no claims have been made for the reduction of damages in unleveed 
and backwater areas by reduction of all flood crests—not just the 
“project” flood—nor for the substantial value to navigation and other 
water-use functions resulting from increased low flows contributed 
by the reservoir operations. ‘The Commission also seems to be unduly 
critical of the evaluation of the flood-control projects on the assump- 
tion that a “project. flood” will occur during the life of the project. 

While we are not familiar with the specific cases mentioned by the 
task force, it is our view as a general proposition that in a dynamic 
economy such as this Nation is experiencing, and has every reason to 
expect to continue, it is prudent to protect against those disastrous 
events which experience tells us can reasonably be expected to occur, 
so long as the overall benefits can support the overall costs. Moreover, 
events which happened in the Ohio Valley in 1936 and 1937, and 
would have happened again during Hurricane Hazel of October 1954 
had it not been for reservoir control above Pitsburgh, emphasize the 
danger of placing too much reliance upon frequency estimates of the 
“500-year” and “1,000-year” variety, when our meteorological and 
hydrological records are so relatively brief. Realization of this fact 
has been brought forcibly home by the 2 disastrous events of the past 
2 months in the northeastern portion of our Nation. 

Suffice it to conclude then that it is our view the Corps of Engineers 
has erred on the side of conservatism rather than the opposite in all 
major aspects of evaluating project economics. 

With regard to the vital matter of water supply, we note that the 

Commission recognizes the tremendous and growing dimensions of 
this national problem. There is no doubt that demand for water will 
increase with every step in the growth of our population and in our 
scientific and industrial advancement. But we find no evidence that 
the Commission has considered the need for a substantial measure of 
Federal initiative and participation in this phase of water resources 
development. The Commssion seems to dismiss the problem with the 
remark at page 29 of its report that— 
The provision of water supplies for domestic and industrial use has remained 
from the beginning of the Republic a responsibility of individuals, local com- 
munities and the States. The Federal Government’s interest arises where the 
supplies relate to Federal activities, more particularly as they at times draw 
from Federal reservoirs or where proposed reservoirs should aid in such water 
supplies. As there is little direct Federal development of domestic water, it 
does not come within the purview of this report. 

Mr. Jones. Do you think that the Commission could have brought 
in the Flood Control Act of 1944? You recall the 1944 Flood Control 
Act requires water-resource development on a cooperative basis with 
the States and political subdivisions, 

Mr. Hutz. Yes, Mr. Chairman. What I really think is, that whereas 
the Commission started off with a great display of concern about wa- 
ter-supply problems and our whole future danger in relation to that 
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phase of water-resource use, that they sort of labored like the mountain 
and brought forth a mouse. I mean, they have not really given us any 
oc that they intended to or wanted anything to be done about the 
problem. 

Mr. Jones. In other parts of the Commission’s reports it makes 
strong recommendations for a partnership arrangement. This would 
ron been one opportunity where the Commission could have devel- 
oped it. 

Par. Hott. Indeed it could. 

Mr. Jones. Where it could have developed the theme of cooperation 
in a partnership arrangement with the States, Because it is almost 
impossible to develop an industrial water supply or a municipal water 
supply without making some contribution to flood control or the gen- 
eration of hydroelectric power and navigation or, in the eastern part 
of the country, to the increased demand for irrigation. 

Mr. Hutu. It is becoming an increasing problem all through the 
middle west now. 

Mr. Jones. Even in New England there is a demand for limited 
types of irrigation projects. 

Mr. Hutz. What we think is needed, Mr. Chairman, is a comprehen- 
sive program that takes all phases of the matter into account, without 
chopping off certain sections as if they did not belong to the family. 

This statement fails to recognize that effective water resources devel- 
opment in the interest of long-range objectives may be beyond the 
means or immediate needs of local private enterprise and the States 
and also that measures must be taken to prevent developments of such 
limited scope or restricted purpose as will, in the essential service of 
immediate and local needs, preclude effective satisfaction of the future 
needs of an expanded population and economy. 

In view of growing supply requirements for domestic, municipal, 
industrial and agricultural use, for pollution abatement and for other 
purposes, and in view of the demonstrated inability of our rivers fully 
to satisfy these requirements in their present state of improvement, 
the Ohio Valley Improvement Association considers a- continuing 

rogram of reservoir development to be essential. We have been 
impressed by the value of water-supply services which have been pro- 
vided incident to the Federal] flood-control reservoir program and 
believe that legislation favorable to further coordination of these 
functions would be in the public interest. 

While the association recognizes that provision of reservoir storage 
for direct and exclusively local water supply use is a local problem, 
it desires to emphasize the widespread iemdbies and general nature 
of the water-supply and pollution-abatement benefits which result 
from reservoir ee for low-flow regulation, even when such oper- 
ation is primarily directed toward solution of localized problems. In 
consequence of this, and of the even more general public benefits which 
will result from satisfaction of long-range water-supply needs, the 
association proposes that legislation be considered to permit Federal 
participation in reservoir costs in relation to the widespread general 
water-supply benefits which they provide, and to permit the Federal 
Government to bear the cost of initial provisions necessary to insure 
the feasibility of future project expansion in the interest of long-range 
water-supply needs. 
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To assure effective and economical accomplishment of the water- 
supply features of the reservoir program considered essential by the 
association, it is proposed that the Federal interest in this program 
be carried out under the direction of the Chief of Engineers, United 
States Army, in connection with his responsibility for investigation 
and improvement of rivers and other waterways for flood control and 
allied purposes. 

On behalf of the Ohio Valley Improvement Association and the 
National Waterways Conference, I wish to express sincere apprecia- 
tion for this opportunity to present our views. 

Mr. Jones. Thank you very much, Mr. Hull. It is a pleasure to 
have you and to have your fine prepared statement; are there any 
questions ? 

Mr. Reuss. I should like to say, Mr. Hull, that yours is a brilliant 
and scholarly presentation. I do not think the subcommittee has 
before had the advantage of the kind of historical analysis of the 
doctrine of free water highways that you have given us. 

Mr. Huu. Thank you, Mr. Reuss. 

Mr. Reuss. I am very grateful to you. 

Mr. Jones. Mrs. Griffiths. 

Mrs. Grirrirus. It was very excellent. You have done some good 
research. 

Mr. Huu. As a matter of fact, we have our research on this prett 
well done and we are just waiting to present it to you at Cincinnati. 

Mr. Jones. Mr. Lipscomb. 

Mr. Lirscoms. On page 7 of your statement in the last section in 
respect to the legislation that you propose you say: 

* * * and to permit the Federal Government to bear the cost of initial provi- 
sions necessary to insure the feasibility * * * 

What do you mean by that? 

Mr. Hutu. Well, as I understand it, Mr. Lipscomb—and I am 
certainly not an engineer—there is a problem in the design of reser- 
voirs. You doa different kind of a job if it is supposedly limited to 
flood control than if it is going to be a coordinated and comprehensive 
project. What we are suggesting is that the water-supply features, 
particularly with reference to low-flow control operations, be built in, 
or be authorized to be so done from the beginning. 

The engineers tell me they have some difficulty in actually operating 
the flood-control reservoirs that they have for low-flow regulation 
purposes. That is what that is directed to. If you whould like to 
have more specific information about it I will certainly be glad to get 
it for you but, having no engineering knowledge of my own, I hesitate 
to try to go into any more detail about it at this time. 

Mr. Lirscoms. Then you suggest that the Federal Government par- 
ticipate as to the cost of initiating this survey and study, and draw 
plans and specifications and all that for this artjesela localized 


project? And after this is done do you suggest that the local interests 
then take over the expense of building the reservoir, or perhaps do it 
on a matching-fund basis, or a loan? 

Mr. Hoty. With respect to water-supply planning, Mr. Lipscomb, 
my feeling would be that of course it should be on the basis of local 
participation. The local benefits are direct and clear cut. However, 
I do feel there is room and need for overall comprehensive participa- 
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tion by the Federal Government in order that the nationwide im- 

ortance of the job (a) can be recognized, and (6) that the work can 
be done in such a manner as to prevent the purely local phases of it 
from interfering with the longer range and broader objectives. ‘That 
can happen. 

Mr. Lipscoms. Basically, the Hoover Commission recommendation 
fits in to some extent with this legislation you propose, where they 
say in recommendation No. 1 (e): 

That the Federal Government should provide advisory assistance to those 
local and State agencies that are undertaking water resource and power develop- 
ment projects. 

That is a small portion of the recommendation you are making here. 

Mr. Hut. Yes. 

Mr. Jones. Provided, of course, that you strike out the Commis- 
sion’s conclusion upon municipal and industrial water supply, because 
under the existing law there is no authority for Federal investments of 
that kind. 

Mr. Hutz. That is right. 

Mr. Jones. So you have to enlarge on the recommendation of the 
Hoover Commission report at that point to provide additional legisla- 
tion to obtain the objective that you point out in your statement. 

Mr. Hutx. Yes, Mr. Chairman. I think one can read into the nine- 
point program almost anything he wants. It is an extremely vague 
affair. I think we would certainly subscribe to some of its general 
language, and certainly to the point that Mr. Lipscomb just raised. 

My purpose in this statement respecting water supply was simply to 
indicate that we think they were not specific enough and they did not 
go far enough. They did not really pursue the argument that they 
themselves had started or, rather, the discussion. You see, there is a 
lot of excellent material in the report on water supply needs and grow- 
ing requirements, and the real dangers of national calamity in a failure 
to take proper measures. 

All Lam urging is that this committee will carry that argument to its 
logical conclusion and recommend that some proper measures be taken. 

Mr. Liescoms. That seems to be the responsibility of this committee 
and the Congress. 

I also compliment you on your statement. 

Mr. Hutz. Thank you, Mr. Lipscomb. 

Mr. Jones. Thank you very much, Mr. Hull. 

; Mr. Howard G. King, vice president of the Arrow Transportation 
Co. 


STATEMENT OF HOWARD G. KING, VICE PRESIDENT, ARROW 
TRANSPORTATION CO., SHEFFIELD, ALA. 


Mr. Kine. My name is Howard G. King. I am vice president and 
secretary of Arrow Transportation Co., Sheffield, Ala., the oldest 
common carrier barge line on the Mississippi River system and the 
largest domiciled on the Tennessee River. 1 appear here in opposition 
to the user charge proposal of the Hoover Commission. 

Mr. Jones. Howard, was that your barge going through the locks 
late yesterday afternoon? We went down to see one of the locks in 
— and we saw one of the carriers down there. We did not get 
close enough to identify it. 














in N 
comr 
tee @: 
Keer 
of R 

It 
Unit 
decla 
free | 
havi 
inves 
alons 
that 
impe 
than 
sider 

Th 
of re 
pend 
part 
wate 
them 
none 
thou, 
and ° 
carr) 

TI 
Inte! 
the ¢ 
tolls 
Inte 
road 
woul 
Wes 


happ 
barg 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 895 


Mr. Kina. It could have been. 

My statement will be short for I have no desire to burden the record 
with repetition of the fine presentations already made or to be made 
during the course of this subcommittee’s hearings. 

Mr. Chester Thompson, president, American Waterways Operators, 
Inc., very ably presented the case in opposition to tolls in his statement 
of June 14, 1954, before the Task Force on Water Resources and Power 
in New York. Excellent statements have been presented to this sub- 
committee by Mr. William J. Hull, chairman of the legislative commit- 
tee of the Ohio Valley Improvement Association, and by the Honorable 
Keen Johnson, former Governor of Kentucky and now a vice president 
of Reynolds Metals Co. 

It has been pointed out by nearly every opposition witness that the 
United States long ago made a compact with its citizens in which it 
declared our inland waterways to be common highways and forever 
free to our inhabitants without any tax, impost, or duty therefor; that 
having made that solemn pact, it should not now desert those who have 
invested immense sums in our industrial and agricultural machine 
along our inland rivers, by voiding that compact “and taxing by tolls 
that which it promised its citizens would remain free of levy. But 
important as that. may orobably more long reachingly important 
than any other phase of the matter—there are other serious con- 
siderations. 

The proposed tolls are brought forward under the guise of a method 
of reimbursing the Government for its navigation ‘improvement ex- 
penditures. Actually, they are the brain child of our railroads and a 
part of their program ‘intending the ultimate destruction of the inland 
water-carrier industry. This is borne out by the fact that the railroads 
themselves oppose tolls on those navigable waters which they consider 
noneompetitive, and on many of which they operate themselves, even 
though those waters carry two-thirds of our waterborne commerce 
and the inland carriers against which the toll movement is directed, 
carry only one-third. 

The other part of the railroads’ program is the amendment of the 
Interstate Commerce Act in accordance with the recommendation of 
the Cabinet Committee on Transport Policy and Organization. With 
tolls to increase our costs and no long- and short-haul clause of the 
Interstate Commerce Act to prevent selective rate cutting by the rail- 
roads without regard for the inland rail-rate adjustment, our days 
would indeed be numbered, and the number would be mighty small. 
We saw that happen to the packet boats. We cannot afford to have it 
happen to our less romantic but economically much more important 
barge-line industry of today. 

Our railroad friends proceed on the theory that all inland traffic 
is theirs by some peculiar right, and that all other forms of inland 
transportation are bandit carriers stealing traffic from the rails. They 
persist in this view even though they are unable to carry all the tonnage 
now being offered them, and even though their 1952 ton-mileage was 
nearly double that for 1939. They say, “Yes, but our percentage of the 
total was not. as great in 1952.” They choose to ignore the fact that 
much of 1952’s more than double 1939’s total inland ton-mileage was 
created because of bus and the trucklines and the pipelines. Necessar- 
ily their percentage of the whole would be a little less, but their total is 
much more, and it is that increasing total that brings them today’s 
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unprecedented wealth. Instead of attempting to destroy their com- 
petitors, they should be thankful for them and recognize them as 
necessary parts of an integrated and successful whole. 

And now let us look briefly at the source of the tolls, should they 
be exacted. 

Much of the bargelines’ tonnage is coal. Coal goes primarily to 
great generating plants for the production of power. That power 
reaches plants and individuals and atomic-energy installations and 
other Government research centers throughout our land, It is from 
them that our tolls would have to come. And they are our taxpayers 
or supported by our taxpayers. So our taxpayers, having improved 
- channels, would be forced to buy those improvements from them- 
selves. 

In our Tennessee Valley, the Government, through the TVA, would 
be the largest tollpayer because the TV A’s coal is nearly four-sevenths 
of the Tennessee’s traffic. Again, the taxpayer buying what he already 
owns. 

Another large segment of barge traffic is grain. Grain is a product 
of our subsidized farming industry. Tolls on grain would reach the 
farmer and through him our farm subsidy, and through the subsidy 
the taxpayer again. Or if it stopped with an unsubsidized farmer— 
still the taxpayer. 

We could go on at length, but this should suffice. No matter what 
we call it—toll or user charge or something else—it is a bill to the 
taxpayer for what he already owns. 

Thank you very much. 

Mr. Jones. Thank you very much, Mr. King. 

Are there any questions? 

(No response.) 

Mr. Jones. Thank you very much, Mr. King. 

Mr. Alex Radin, general manager of the American Public Power 
Association. 

Alex, we are always glad to see you because I know you have given 
this subject a great deal of thought and concern. 


STATEMENT OF ALEX RADIN, GENERAL MANAGER, AMERICAN 
PUBLIC POWER ASSOCIATION 


Mr. Rapin. Thank you very much, Mr. Jones. It is a pleasure to 
be before this committee. 

My name is Alex Radin. I am general manager of the American 
Public Power Association, a national trade organization which has 
offices at 1757 K Street, NW., Washington, D. C. 

The American Public Power Association represents more than 800 
local publicly owned electric utilities in 40 States and Puerto Rico. 
Membership of the association consists primarily of municipally owned 
electric systems, but also includes public utility districts, State and 
county-owned electric utilities, and rural electric cooperatives. A 
large number of the member systems of this association purchase 
= at wholesale from various Federal agencies, and therefore we 

ave a direct interest in the recommendations of the Hoover Commis- 
sion with regard to water resources and power. 

So that you might have a more complete picture of the characteris- 
tics of size, sales to consumers, etc., of the privately owned power 
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companies and the local public power systems represented by our 
association, I have attached to my statement four tables showing com- 
parisons of certain characteristics of these utilities. The statistics 
cover the class A and B utilities only (those with gross annual electric 
revenues in excess of $250,000) and are taken from the most recent 
comparable reports of the Federal Power Commission. 

The policies which our association advocates with regard to water 
resources and power development were presented in a statement which 
R. L. Schacht, at that time president of the American Public Power 
Association, presented in New York City on June 14, 1954. 

Mr. Jones. The president of the organization at the present time 
is Mr. William Hooper. 

Mr. Rapin. That is correct. 

Mr. Jones. Manager of the Sheffield Municipal Electric Depart- 
ment. 

Mr. Raprn. That is correct. 

Mr. Schacht presented that statement last year, when he was presi- 
dent of the association, before the Water Resources and Power Task 
Force of the Commission on Organization of the Executive Branch 
of the Government (Hoover Commission). Copies of this statement 
are available to your subcommittee, should you wish to incorporate 
them in the transcript of this hearing. 

Mr. Jones. Without objection it will not be incorporated in the 
record, but a reference to the page and volume of the testimony be- 
fore the task force will be made here. 

Mr. Raprn. Fine. Thank you, sir. 

(Mr. Schacht’s statement appears commencing at p. 507 of the 
transcript of proceedings of the afternoon session of June 14, 1954, 
of the task force held at New York City, N. Y.) 

Mr. Jones. You may proceed, Mr. Radin. 

Mr. Raptn. At the outset, I would like to take this occasion to com- 
pliment your chairman and your committee for the excellent services 
you are rendering in holding hearings on the Hoover Commission’s 
Report on Water Resources and Power. If carried into law, the 
Commission’s recommendations could reverse the course which we 
have learned to chart after more than 50 years’ experiencee in the 
development of our natural resources. The Commission’s recom- 
mendations could open the way to the type of natural resource ex- 
ploitation which our Government, after hard and costly lessons, 
sought to stop many years ago. 

May I say, too, that I believe that this hearing at Muscle Shoals is 
particularly appropriate. For Muscle Shoals is far more than the 
site of a Federal dam and TVA fertilizer and other chemical proces- 
sing operations. Muscle Shoals is an important landmark in the 
history of this Nation’s resource development. Muscle Shoals pro- 
vides, in capsule form, a dramatic story symbolizing and highlighting 
the many lessons we have learned in the long struggle for a national 
policy providing for comprehensive, responsible development of our 

ation’s water and power resources. 


Because of the significance of Muscle Shoals in the history of our 
water and power resource policies, I would like to take a few minutes 
at the outset to recount for your subcommittee some of the events 
which led up to the developments here. Althought I am sure that 
this story needs no retelling for the chairman of your subcommittee. 
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who is a native of this area, I believe this history provides a frame 
of reference against which we should consider the recommendations 
of the Hoover Commission. 

Mr Chairman, I realize this history I am going to give on Muscle 
Shoals, although not terribly long, is still somewhat extensive, but I 
think it is most worthwhile and most pertinent, because we cannot 
understand our present policies, or chart the course of the future, 
unless we know and are familiar with what has happened in the past 
and why and how these developments have occurred. So I would like 
to go ahead and read this at this time. 

Mr. Jones. Very well, Mr. Radin. 

Mr. Raptn. Muscle Shoals Development Urged As Early As 1824. 

Muscle Shoals was suggested as the location of a river improvement 
program as early as 1824 by Secretary of War John C. Calhoun in a 
report which President Monroe forwarded to the Congress. The 
recommendation came shortly after Chief Justice Marshall of the 
United States Supreme Court, in his famous decision in the case of 
Gibbons v. Ogden, established the exclusive control of the National 
Government over interstate navigation. 

Muscle Shoals was recognized as a potential Federal development 
again in 1828, when Congress made a grant of 400,000 acres of land 
to the State of Alabama for the expressed purpose of encouraging 
the State to use the proceeds from sale of the land for improvement 
of the Tennessee River at Muscle Shoals, a stretch which divided the 
river into two navigable sections. A canal was built and completed 
by ne State in 1836, but it was abandoned shortly thereafter as a 

ailure. 

Early interest in Muscle Shoals, of course, was centered upon the 
possibility of improving navigation on the Tennessee. Direct Fed- 
eral work on the river was conducted sporadically between 1852 and 
1890, when new canals around Elk River Shoals and Muscle Shoals 
were completed. 

After the birth of the electric industry around 1880, Muscle Shoals 
ceased to be merely an obstruction to river traffic and began to be 
recognized as a valuable source of hydroelectric energy. 

Ownership of this stretch of the Tennessee almost was lost to the 
American people twice at the turn of the century. In 1899, Congress 
passed a bill to permit the Muscle Shoals Power Co. to build a power 
station or stations on the river, with a proviso that such stations 
should not interfere with navigation, The question of how much 
compensation the company should give the Government could not be 
resolved and the company failed to start construction within the time 
alotted in the bill. 


PRESIDENT THEODORE ROOSEVELT OPPOSES GIVEAWAY OF 
“VALUABLE RIGHTS” 


A subsequent bill, to permit N. F. Thompson & Associates to build 
a dam and powerplant at Muscle Shoals, was passed by Congress, but 
ran into a Presidential veto of historical importance. In his veto 
message (March 1903), President Theodore sevelt declared, in 
part: 


I think it is desirable * * * that a general policy appropriate to the new con- 
ditions caused by the advance in electrical science should be adopted under 
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which these valuable rights will not be practically given away, but will be dis- 
posed of after full competition in such a way as shall best conserve the public 
interest. 

The more recent history of Muscle Shoals is, of course, well known. 
However, it seems to me that there is value in retracing some of the 
struggles which led to the development of this great resource as a 
cornerstone of TVA. 

The “great debate” of the post-World War I years concerned the 
disposition of 2 nitrate plants, a 60,000-kilowatt steam-electric gener- 
ating station and Wilson Dam, started during the war for production 
of nitrates for munitions. 

A summary of legislation affecting Muscle Shoals shows that from 
July 1921 to May 1933 there were 138 bills introduced in Congress 
relating to the disposition of this valuable Government property. 

In 1921 Henry Ford proposed to pay $5 million in cash for the 
Muscle Shoals nitrate plants and to lease and complete construction 
of Wilson and Wheeler Dams with Government funds, on which he 
would pay 4 percent interest. 

Mr. Ford withdrew his offer in 1924, after the Senate Committee 
on Agriculture and Forestry, headed by Senator George Norris, of 
Nebraska, released a report objecting to the offer on grounds that it 
was not a good finaneitl deal for the Government and that it violated 
the Nation’s conservation principles. In conclusion, the committee 
called the proposed sale to Mr. Ford the greatest gift ever bestowed 
upon mortal man since salvation was made free to the human race. 

Other offers were made by chemical and power companies, but not 
given serious consideration by Congress. Senator Norris, meanwhile, 


introduced a series of bills atte for operation of Muscle Shoals by 
t 


the Federal Government. The fifth such bill was passed by Congress 
in 1928, but was pocket-vetoed by President Coolidge. 


PRESIDENT HOOVER VETOES MUSCLE SHOALS BILL 


A compromise bill, containing the power features of the Norris 
bill, but permitting the lease of the fertilizer plants, was passed by 
Congress in 1931, only to be vetoed by President Hoover. In his veto 
meeate referring to public ownership of utilities, President Hoover 
declared : 


That is not liberalism, it is degeneration. 


President Hoover pointed out that the Government could sell Muscle 
Shoals power only by robbing the private utilities of their customers 
and that the power project would inevitably operate at a loss. The 
veto was sustained by the Senate, 34 to 49. 

In January 1933, President Franklin D. Roosevelt visited the 
Muscle Shoals area and in a subsequent speech at Montgomery, Ala., 
he declared that— 


Muscle Shoals gives us the opportunity to accomplish a great purpose for the 
people of many States and, indeed, for the whole Union. Because there we have 
an opportunity of setting an example of planning, not just for ourselves but for 
generations to come, tying in industry and agriculture and forestry and flood 
prevention, tying them all into a unified whole over a distance of a thousand 
miles so that we can afford better opportunities and better places for living for 
millions of yet unborn in the days to come. 
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In April 1933, President Roosevelt called upon Congress to settle 
the long-standing dispute. An excerpt from his message bears re- 
peating: 

MUSCLE SHOALS SEEN AS PART OF MULTIPURPOSE DEVELOPMENT 


It is clear that the Muscle Shoals development is but a small part of the poten- 
tial public usefulness of the entire Tennessee River. Such use, if envisioned in 
its entirety, transcends mere power development; it enters the wide fields of 
flood control, soil erosion, afforestation, elimination from agricultural use of 
marginal lands, and distribution and diversification of industry * * * I, there- 
fore, suggest to the Congress legislation to create a Tennessee Valley Authority— 
a corporation clothed with the power of Government but possessed of the flexi- 
bility and initiative of a private enterprise * * * Its duty should be the rehabili- 
tation of the Muscle Shoals development and the coordination of it with the 
wider plan. 

The TVA Act which emerged has been used as the basis for provid- 
ing the most comprehensive river basin control program in the United 
States. The accomplishments in this area have been praised through- 
out the world, and have served as the model for similar developments 
in many other countries. Today, 30 major dams, 25 of which have 
been built or acquired by TVA, make up the integrated water-control 
system of the Tennessee Valley. In addition, 4 dams in the Cum- 
berland Valley, 1 operated by TVA and 3 by the Corps of Engineers, 
contribute energy to the TVA power system. The TVA power sys- 
tem, including steam generating facilities, had on September 29, 1955, 
an installed capacity of 8,664,985 kilowatts, while capacity already 
planned or under construction will bring this total to 10,077,985 kilo- 
watts. 

At the start of the annual flood season on January 1, TVA dams 
can store 11,814,200 acre-feet of water. Average annual benefits of 
TVA flood control are estimated at $5 million a year for the Tennes- 
see Valley and $6 million a year for the Ohio and Mississippi Rivers 
below the mouth of the Tennessee. Navigation has become a major 
TVA asset. The Tennessee River channel, extending 627 miles with 
a minimum depth of 11 feet, connects with the Nation’s inland water- 
way system, and in 1954 carried 1,236,547,906 ton-miles of traffic. 
Since 1935, when TVA began quantity production of concentrated 
superphosphate, TVA fertilizers have been test-demonstrated on 
30,294 farms, with an adidtional 39,086 farms participating in area 
demonstrations. During the past year, TVA fertilizers have been 
made available in 35 States through about 4,000 retail outlets. As of 
September 1, 1955, TVA’s nurseries had produced 339,508,924 seed- 
lings, of which 279,913,983 were planted on both public and private 
lands in the Tennessee Valley. Ninety percent of the forest acreage 
in the Valley is covered by TVA’s fire-protection service. Recrea- 
tional facilities developed in connection with the TVA program each 
year attract more than 25 million person-day visits. All of this 
magnificent program has stemmed from the fight over Muscle Shoals. 


THE LESSONS OF MUSCLE SHOALS 


With this brief history of Muscle Shoals in mind, let us see what 
lessons can be drawn from the long struggle for development of the 
natural resources here, in the public interest. In my estimation, 
a following are some of the lessons we have learned from Muscle 
Shoals: 
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1. From the earliest times, development of Muscle Shoals was recog- 
nized as a Federal responsibility, and the national interest, rather than 
a narrow sectional interest, was held paramount. 

2. Muscle Shoals at an early stage was considered a site for compre- 
hensive, multipurpose development, as contrasted with single-purpose 
development. 

3. The so-called local interests on several occasions were given an 
opportunity to develop these resources, but the public interest was 
always considered paramount, and repeatedly plans of private devel- 
opers were rejected because they were inadequate or because they did 
not afford ample protection to the public interest. 

4. At one point, an offer was made to purchase the Government’s 
completed facilities, but this course was rejected as being contrary to 
the public interest. 

5. In considering public development of Muscle Shoals, dire predic- 
tions were made by responsible men, including the Chairman of the 
Hoover Commission, about public operation—predictions which time 
has proven false and unfounded. 

6. The Muscle Shoals plan which finally emerged provided for (a) 
comprehensive, multipurpose development, and, (6) a new type of 
Government administrative organization which would have flexi- 
bility in bringing about maximum development of the resources. 

The lessons which have been painfully learned from the Muscle 
Shoals story have been almost completely ignored by the Hoover Com- 
mission’s Report on Water Resources and Power. The policies which 
this Commission advocates would inevitably lead to partial, piecemeal 
development rather than maximum, comprehensive development. 
Sectional interests would be placed above national interests. Private 
interests would have precedence over the public interest. A course 
of development is advocated which has been found by history to be 
inadequate to cope with the problems of multipurpose interstate river- 
basin development. Lessons which have been learned—and accom- 
plishments which have been made through new organizational devices, 
such as the TVA here—are completely ignored or are castigated on 
the basis of false assumptions. 

These are serious charges. Let us look, however, at some of the 
comments and recommendations of the Hoover Commission report, 
particularly those sections dealing with electric power, to determine 
whether or not the above observations are justified. 


COMMISSIONER HOLIFIELD EXPOSES SUBSIDIZATION CHARGE 


At the outset of the section dealing with electric power (pt. V of 
vol. 1 of the Commission’s report), the Commission attempts to prove 
that the hydroelectric power program of the Federal Government 
has been subsidized by the taxpayer. This attempt to discredit the 
Federal power program by use of false assumptions has been so 
thoroughly exposed in the dissent by Congressman Holifield, one of 
the members of the Commission, that I will not attempt to elaborate 
further upon this matter at the present time. 

Continuing with the subsidization theme, the Commission makes 
an effort to justify narrow sectionalism in our resource-development 
policies (ch. XVIII). The report contends that less than 10 percent 
of the American people receive benefit from the Federal power pro- 
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gram, and that the inequities are more sharply illustrated in the case 
of the States of New York, New Jersey, and Pennsylvania, which have 
20 percent of the population and pay 29 percent of the taxes, but 
receive no Federal power. 

This type of myopic, sectional thinking has long been rejected by 
the American people. The Congress quite properly has acted on the 
premise that what is good for one section is good for the Nation; that 
prosperity and economic well-being in one part of the country means 
greater prosperity in other parts of the country. 

A graphic illustration of this fact, as pointed out in Commissioner 
Holifield’s dissent, is the case of 15 irrigation projects which resulted 
in $1,300 million in tax revenues in the period 1916-53. These proj- 
ects cost only $269 million. The $1,031 million advantage to the gen- 
eral taxpayer benefited the Nation as a whole. Additionally, the 
project provided a market for goods and services in other sections 
of the country. 


RECOMMENDATION WOULD ATTEMPT TO CREATE “REVERSE YARDSTICK” 


Having attempted to show that public power is subsidized by the 
Federal taxpayer, and that certain sections of the country are con- 
tributing more heavily to this subsidization than others, the Com- 
mission comes forth with its first recommendation in the section dealing 
with power. 

This recommendation, No. 9, would direct the Federal Power Com- 
mission to fix the rates on Government power sales at such levels as 
will—and here I quote the section of the Hoover Commission : 


(a) Eliminate the inequities now imposed upon the great majority of the 
e; 

mb) Amortize and pay interest on the Federal investment in power, plus an 
amount which will equal Federal tax exemption based upon the Federal taxes 
paid by the private utilities ; and 

(c) Provide payments in lieu of full taxes to the State and local government 
equivalent to those the private utilities would pay. 

In view of Commissioner Holifield’s findings that the Federal power 
program not only has covered all its operating, replacement and finan- 
cial costs, with a margin that is in excess of the amount which would 
be required for all taxes of comparable private utilities (see pp. 74-80 
of vol. 2 of the Commission’s Report on Water Resources and Power), 
it is obvious that the only purpose of the Commission’s recommenda- 
tion No. 9 is to cast discredit, unjustly, on the Federal power program, 
and to attempt to suggest means for artificially raising the rates of 
Federal power projects to the same level as that of the private power 
companies. Such a course as that recommended would be counter to 
the purpose of the Federal power program in serving as a yardstick 
and would create what has been described as the reverse yardstick 
of the private power companies. 


COMMISSION WOULD PLACE PUBLIC POWER AT MERCY OF PRIVATE UTILITIES 


The Commission’s next recommendation—No. 10—advocates that— 


* * * the Government or its agencies cease the building of steam plants and 
provide for the equating of their power loads by interconnection with the grids of 
neighboring power systems. 


In 
Publi 
conta 
Cong 
to pro; 
public 

The 
posite 
markt 
and t 
of its 
a busi 
would 
privat 
precis 
ment 
marke 
therm 
tage. 
privat 
power 
the H 


power 


MONO] 


The 
eral G 
and ru 
was fi) 
and si 
report 
citizen 
create: 

The 
not ber 
First, | 
curing 
thus gi 
erence 
utilitie 
the sale 

Mr. | 
an inec 
of the 
private 

Mr. ] 

Mr. ] 

Mr. - 
TVA, | 
private 

Mr. ] 
figure oa 


70 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 9(3 


In the context of this recommendation, it is ironic to consider that 
Public Law 108, 1953, under which the Commission was established, 
contains a declaration of policy which states that the policy of the 
Congress is— 
to promote economy, efficiency, and improved service in the transaction of the 
public business * * *, 

The Commission’s recommendation No. 10 would do just the op- 
posite. It would tie the hands of the Government in its capacity to 
market its power under the most favorable terms for the Government 
and the legislative objectives under which it must operate. In view 
of its repeated exhortations that the Government should be operated in 
a businesslike manner, it would appear that the Hoover Commission 
would not wish to place conditions upon the Government that any 
private business would consider intolerable. Yet, that would be the 
precise effect of recommendation No. 10, for it would place the Govern- 
ment at the mercy of the private power companies in attempting to 
market peaking power which properly should be firmed up with the 
thermal-generated power in order to be of the greatest economic advan- 
tage. There may, of course, be occasions when the facilities of the 
private power companies could or should be used to firm up such 
power, but in forcing the Government to rely upon these companies, 
the Hoover Commission would give the Government no bargaining 
power in negotiating for firming energy. 


MONOPOLIZATION OF FEDERAL POWER BY PRIVATE UTILITIES WOULD RESULT 
FROM COMMISSION RECOMMENDATION 


The Commission’s next step is to attempt to discredit the Fed- 
eral Government’s policy of giving a preference to local public agencies 
and rural cooperatives in the marketing of Federal power. This policy 
was first established by the Congress in 1906, and has been reaffirmed 
and strengthened subsequently on 13 occasions. The Commission 
report states that the so-called subsidies paid by the 90 percent of the 
citizens who purchase power from the private utilities is made still 
greater by the preference laws. 

The inference that those not served by the preference customers do 
not benefit from Federal power is incorrect, for at least two reasons: 
First, more than 41 percent of the Federal power production was sold 
curing 1953 to private power companies and large industrial users, 
thus giving them the same benefits of this low-cost power as the pref- 
erence customers. Secondly, even customers served by these private 
utilities which do not purchase Federal power benefit indirectly from 
the sale of Federal power to the preference customers. 

Mr. Jones. I am glad to get that figure, because I have been using 
an incorrect figure of approximately 30 percent. This says 41 percent 
of the power now being generated at Federal installations is sold to 
private utilities. 

Mr. Rapin. Private utilities and private industries direct. 

Mr. Lipscoms. Do you mean power produced by TV A ? 

Mr. Raptn. No. All Federal power projects, such as Bonneville, 
TVA, SPA, and so forth. It is 41 percent which is sold either to 
private power companies or private industries. 

Mr. Liescomp. I noticed in one of the TVA pamphlets they used a 
figure of 41 percent in a chart I saw. 

70818—56—pt. 5——_9 
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Mr. Raprn. I did not realize that. It is a coincidence, I guess. 

Mr. Lipscoms. Yes. It must be a pretty uniform figure then. 

Mr. Jonrs. I have been using 30 percent. 

Mr. Raprn. The sale of this low-cost power to the nonprofit con- 
sumer-owned utilities provides a competitive lever which has forced 
down rates of private power companies. The impact of this yardstick 
effect of public power is shown graphically by the fact that rates of 
the private power companies become tani higher as the distance 
from public power systems increases. 

The reason for this attack on the preference clause becomes obvious 
when we read the Commission’s recommendation No. 11, which is as 
follows: 

(a) That the private utilities be permitted to purchase a fair share of Federal 

ower. 
. (vU) That no further building of transmission lines be undertaken where such 
transmission service can be provided by the non-Federal agencies. 

Although the Commission does not define what it means by a “fair 
share” of Federal power, it is obvious from the Commission’s com- 
ments preceding this recommendation that the Commission would 
achieve the distribution of this fair share by eliminating the pref- 
erence clause. Undoub‘edly, the second part of the Commission’s 
recommendation No. 11 also would be used to assure the private utili- 
ties of a fair share of Federal power. 

It is abundantly clear that the net effect of the two parts of this 
recommendation would be to set up conditions whereby practically 
100 percent of the Federal power would be sold to the private utilities. 

The reason for this lies in the fact that the local public agencies, 
with few exceptions, are small utilities, and do not have the financial 
resources, or in many cases the legal authority, to build transmission 
lines or otherwise make arrangements for delivery of Federal power 
to their utilities. The only means by which they can receive a quan- 
tity of this power is through the use of the preference clause and the 
authority of the Federal Government to build transmission lines, 
where necessary and economically feasible, to deliver power to the 
preference customers. 

Carrying recommendation No. 11 into effect would not only be bad 
Government policy in that it would open the way to monopolization of 
a public resource by private interests ; this recommendation also would 
strike a death blow to the yardstick principle which has been so suc- 
cessful in bringing about rate reductions not only in the areas served 
by public and cooperative power systems, but also in areas served by 
private companies adjacent to these systems. 

In Chapter XIX, Federal Competition With Private Enterprise, 
the Commission directs its fire at public power from the standpoint 
that public power— 
has taken on many aspects which are the negation of our fundamental economic 
system— 


and that— 


Certainly nonessential services and functions are being performed which are 
“not necessary to the efficient conduct of the Government.” 
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ECONOMIC AND HISTORIAL “FACTS OF LIFE” ARE IGNORED 


The Commission’s statement that public power “has taken on many 
aspects which are the negation of our fundamental economic system” 
ignores completely these economic and historical facts of life: 

(1) Public power has been a part of our economic system since the 
very beginning of the electric industry. In 1882, in the first year of 
central station electric service, there were already four municipally 
owned electric systems in oper: ation; ; 

(2) The Federal Government has been developing the hydroelectric 
power resources of the Nation for the past half century; and 

(3) The electric industry is a regulated monopoly, not a free, com- 
petitive enterprise, and therefore is not subject to comparison with 
other types of private business. 

As for the Commission’s charge that public-power production is 
“not necessary to the eflicient conduct of the Gover nment,” this seems 
to be disproved by the fact that earlier this year the Office of Defense 

Mobilization announced that it had established a goal of 150 million 
kilowatts for the electric industry by the end of 1958, an expansion of 
about 50 million kilowatts, or approximately 50 percent, in a 4-year 
per iod. More recently, this Government agency, which is part of the 
Executive Office of the President, announce ed that it would issue accel- 
erated tax amortization certificates to the private power companies in 
order to encourage them to reach this goal. Such certificates have been 
described by the Federal Power Commission as having “the precise 
effect of a gr rant by our Government to certificate holders sof an interest- 
free loan,” and earlier were described by a congressional committee as 


“the biggest bonanza that ever came down the Government pike.” 


PRIVATE POWER SUBSIDIES EXCEED FEDERAL FOWER INVESTMENT 


Just 2 days ago—on October 31—the Office of Defense Mobili- 
zation announced that it had awarded fast tax writeoff certificates to 
electric power companies for facilities costing $337,076,088. The 
amount actually approved for fast tax writeoff in n this latest announce- 
ment was $188,382,545. This brings to $2,350,443,545 the total amount 
of facilities for which the private power companies have received 
these tax certificates since the Korean war. It has been estimated that 
the amount of subsidies the utilities are receiving from this program 
will far exceed the total amount which has been invested by the Fed- 
eral Government—and which will be repaid in full—in all power 
projects over a 50-year period. It is a subsidy of astounding propor- 
tions, and I call your attention to the fact that Secret tary of the Treas- 
ury Humphrey earlier this year urged a curtailment of this program. 
He told a congressional committee ‘that the write-offs represent “arti- 
ficial stimulus of a dangerous type.” 

It is amazing that the Hoover Commission, in all its comments about 
a fanciful subsidy to public power, mentioned not a word about this 
very real subsidy of gargantuan proportions to the private power 
industry. 

Surely, if the expansion of our electric facilities is so important to 
our national welfare that the Government must give subsidies to pri- 
vate utilities to induce them to provide the necessary expansion, it 
most certainly would appear to be “necessary to the efficient conduct 
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of the Government” for the Government itself to develop its water 
power resources as rapidly as possible. In fact, the Government 
would seem to be delinquent if it failed to take such action. Yet that 
is the negative course which the Hoover Commission would force the 
Government to pursue. 


TASK FORCE “FACTS” QUESTIONED 


The Commission prefaces its last four recommendations with what it 
purports to be “facts” revealed by its Task Force on Water Resources 
and Power. These facts are—I am reading here from what are pur- 
ported to be facts developed by the task force: 

(a) That a large number of the multiple-purpose dams which were 
undertaken beginning with the Hoover Dam, “were at the time beyond 
the financial and technical strength of private enterprise or the non- 
governmental agencies to peovide that portion of construction costs 
assigned to electrical power.” The task force contends that this situa- 
tion does not prevail today. 

(6) That financially, “there is no present prospective need for 
Federal financing of power activities.” 

(c) That regulation of electric utilities by both State and Federal 
Governments “has become effective”’—“has become effective” is the 
quotation from the Hoover Commission report—and therefore Fed- 
eral power development is not necessary to regulate the privately 
owned utilities in the public interest. 

(dz) “That finally, Federal power development might be deemed 
necessary, if non-Federal sources could not supply whatever power was 
required for the current and prospective defense activities of the Fed- 
eral Government. There is nothing to indicate any necessity of this 
sort.” This is according to the Hoover Commission. 

With regard to the task force’s contention that non-Federal agen- 
cies are now prepared to assume the financial and technical burden 
of that portion of the cost of multipurpose projects assigned to power, 
such an argument is based upon the assumption that the Congress will 
adopt, as a national policy, a plan providing for the so-called partner- 
ship construction of major multipurpose projects. ; 

Thus far, Congress has not taken such action. Moreover, there is 
no evidence that the private utilities are prepared to develop all of the 
remaining 80 million kilowatts of potential hydroelectric power ca- 
pacity, even under a “partnership” program. Still another point 
which must be considered in this context is that development of a site, 
within itself, is not sufficient. Such development must be compre- 
hensive, providing for maximum utilization of resources. The action 
of the Idaho Power Co. in proposing inadequate development of the 
Hells Canyon site throws considerable doubt as to the ability of the 
private power companies to provide comprehensive development. _ 

The task force’s contention that “there is no present or prospective 
need for Federal financing of paw activities” likewise is subject to 
serious question. Here again, the problem is not merely one of financ- 


ing development. The central issue at stake is financing multipurpose 
development that will provide an abundance of low-cost power to 
consumers. 

The task force’s flat statement that regulation by both State and 
Federal Governments “has become effective” is again open to chal- 
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lenge. If such regulation is effective, how does the task force explain 
the numerous rate reductions even today by the local publicly owned 
utilities, as contrasted with the steady rise in rates by the private power 
companies during the past few years? Certainly the past history 
of the utility industry clearly shows that regulation has not been 
nearly so successful as the competition of public power in bringing 
about rate reductions. If such competition is reduced or eliminated, 
can anyone reasonably expect that the rates of the private power com- 
panies will not again rise to their previous levels? 

The task force’s final contention—that the private power companies 
can supply the power required for the current and prospective defense 
activities of the Federal Government—is almost ludicrous in view 
of recent events. In the first place, the Defense Production Adminis- 
tration’s recent announcement that it would continue to subsidize the 
private utilities so that they could meet the Nation’s defense goals is 
within itself sufficient argument that the private utilities will not 
supply all of the power required for national defense. 

Furthermore, there is not alone the question of adequacy of power— 
but how quickly such power will be provided, and at what price. The 
contrast between TV A’s expeditious construction of a steam generat- 
ing plant for the AEC near Paducah, Ky., as contrasted with the 
private utility’s performance across the river, is striking proof of 
the desirability of some Federal activity in this regard. 

The final task force argument cited above—namely, that private 
utilities can supply all the Nation’s defense requirements—smacks too 
strongly of the type of statement which emanated from the companies 
during the period immediately preceding World War II. Fortu- 
nately, the Suave proceeded with its power construction pro- 
gram in the TVA area and the Pacific Northwest, and a grateful 
Nation thereby was assured of an ample reservoir of power for vital 
aluminum production and the atomic bomb. 

Having recited the 4 above-mentioned facts adduced by its Task 
Force on Water Resources and Power, the Commission comes forth 
with its final 4 recommendations. 


RECOMMENDATIONS NO. 12-14 DISCUSSED 


Recommendations No. 12, 13, and 14 should be considered together, 
for they are related and are prefaced with the statement that “Presi- 
dent Eisenhower has recommended that the Tennessee Valley Author- 
ity secure its future financing by issuing its own securities to the pub- 
lic,” and that in order to release the Federal Government of further 
call upon taxpayers to finance the 7 major Federal power organiza- 
tions, Recommendations No. 12, 13, and 14 are submitted. These 
recommendations call for the incorporation of the stated Federal 
power projects under the Government Corporation Control Act (Ree- 
ommendation No. 12); that they be required to secure their capital 
for future improvements, “when authorized by the Congress,” by 
issuing their own securities to the public (Recommendation No. 13) ; 
and that representatives from the States concerned, as well as Fed- 
eral representatives, should be appointed to these boards (Recom- 
mendation No. 14). 

The American Public Power Association, which I represent, has 
endorsed the self-financing plan proposed by the TVA Board of 
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Diretcors and embodied in the Kerr and Jones-Davis bills. The 
president of our association, W. E. Hooper, of Sheffield, Ala., has 
testified before the Senate Public Works Committee in support of 
these bills. 

However, we have opposed the modifications proposed by the 
Bureau of the Budget in the Kerr and Jones-Davis bills. It is our 
contention that these changes would seriously restrict and impede 
the effectiveness of TVA, and would make it impossible for the 
agency to perform its functions efficiently. 

It is not clear from the brief nature of the Hoover Commission’s 
comments whether the Commission proposes the type of self-financing 
plan advocated by the TVA Board of Directors, or whether the Com- 
mission would favor the Bureau of the Budget’s modifications. The 
only clue as to the Commission’s attitude is reflected in the fact that 
its recommendation No. 13 would permit TVA and the other Federal 
power agencies to issue their own bonds, “when authorized by the 
Congress.” 

Mr. Jones. Would that not operate in such a way that the TVA 
would have to get congressional approval for each bond issue for every 
new plant? 

Mr. Rapry. That is correct. And. in fact, it would make no change 
in the present manner of financing TVA. 

Mr. Jones. The annual report contains a report to the Congress on 
the disposition of funds coming into the hands of the directors. 

Mr. Raptn. That iscorrect. To require TVA to obtain the approval 
of Congress for each bond issue would only be substituting the bond 
process for the present appropriations process and would not in any- 
wise facilitate the further development of TVA to meet the power 
needs of the area. So it would defeat the purpose for which the bond 
proposal was first made. 

Although the degree of congressional authority is not clearly indi- 
cated, this seems to be the type of restriction suggested by the Bureau 
of the Budget, and which our organization has found unsatisfactory. 

The Commission’s recommendation No. 14, to the effect that repre- 
sentatives from the States concerned be appointed to the boards of the 
Federal power corporations, presents a number of legal questions not 
discussed by the Commission. 


“BRAZEN” ATTEMPT TO TURN OVER BENEFITS OF RESOURCES TO PRIVATE 
UTILITIES 


The Commission infers that its final recommendation—No. 15—is 
in consonance with President Eisenhower’s announced policy of “pri- 
vate enterprise participation in the electrical cost of multiple-purpose 
power projects.” The Commission then makes this recommendation : 

(a) That private enterprise be offered the opportunity to provide the capital 
for the electrical component of multiple-purpose dams and dispose of the power 
through their own systems (they begin subject to regulation of rates by Federal 
and State authorities) ; 

(b) That if such capital be not available, the power should be offered for sale 
to the private utilities, the States, or the municipalities and cooperatives prior 
to construction, on terms that will protect the Federal interest. 

It is clear that, under the first part of this recommendation, the pri- 
vate utilities would retain all of the power from these public resources 
for their own systems, and hence the local nonprofit, consumer-owned 
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public agencies would have no opportunity to receive any of this 
power, This recommendation goes far beyond the elimination of the 
preference clause. It represents a rather brazen attempt to turn over 
all the benefits of these valuable public resources to private, monop- 
olistic interests. Not even the local public or cooperative agencies 
would be permitted to participate, for the recommendation is limited 
o “private enterprise.” This is an astounding proposal. 

The fact that “management of the dams should remain in the Fed- 
eral Government” (it is not clear whether this means ownership, too, 
would remain in the Federal Government) provides slight consolation. 
The Hoover Commission, in effect, is advocating that the private 
utilities cannot own the cash register; they can only take title to all 
the money that passes through it. 

The second part of this recommendation represents but another 
attempt to bypass the half-century-old preference clause. More- 
over, by offering sale of Federal power prior to construction of a 
project, the Commission apparently is suggesting t that the Govern- 
ment revert to the Hoover Dam policy of selling power before the 
construction of the dam. It is well to note that this policy has never 
been followed except in this one preject. Perhaps the reason why 
this policy has not been utilized subsequently is that it is unnecessary ; 
it is a policy that expresses little faith in the future of our Nation to 
absorb low-cost power when it is developed. Such a policy seems to 
stem from the same type of thinking which proclaimed that it was 
sheer foolishness to build Grand Coulee Dam; that there would be 
no one to use this power except the jackrabbits. 


ALTERNATIVE PROPOSAL WOULD BREED EXTENDED DELAY AND INTERSTATE 
STRIFE 


After this final recommendation (and it is perhaps significant that 
the Commission’s final recommendation would in one fell swoop turn 
over virtually all future Federal power development, or the benefits 
therefrom, to the private utilities), the Commission presents a “de- 
sirable alternative’—or what is describes as a “desirable alternative” to 
some of its recommendations. This alternative—which could have 
far-reaching consequences—is not presented in sufficient detail to 
permit complete comments, but essentially the alternative appears to 
be the formation of interstate compacts as a means of achieving water 
resource developments. 

This alternative is not new. It has been tried in some sections of 
the country, and wherever it has been attempted it has met with 
singularly little success. The interstate compact is a cumbersome 
device which seems to generate a seemingly endless series of disagree- 
ments between the various States. Extended del: ay and inaction, 
rather than the construction of dams or other worthwhile works, 
appear to be the principal products of interstate compacts. 

In the light of the Commission’s previous recommendations it is 
not surprising that the Commission concludes with this alternative. 
Rather than presenting a bold, imaginative new program that might 
accelerate the development of our Nation’s water resources, the Com- 
mission concludes with an alternative that seems to offer little promise 
for generating anything other than disputes among the States. This 
is perhaps a fitting conclusion to a report which would turn back the 
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clock in resource development, ignore the lessons of the past, and 
subordinate the public welfare to the interests of large utility com- 
panies. Had the Commission studied and learned the lesson of Muscle 
Shoals, it is inconceivable that it would have come forth with these 
recommendations. 

In holding this hearing here, we know that your subcommittee 
will be ever conscious of the meaning of Muscle Shoals to the Nation’s 
natural resource development policies, and, cognizant of the lessons 
of the past, will point the way to the road that will advance the 
Nation in its resource development policies, rather than carry us back 
to policies which hve long been rejected and abandoned. I am sure 
you will find that the road is broad enough for the healthy growth 
of both public and private power systems, rather than monopolization 
by either type of system. 

Mr. Jones. Thank you very much, Mr. Radin. That was an excel- 
lent statement. 

Mr. Reuss, do you have any questions ? 

Mr. Reuss. No questions. 

Mr. Jones. Mrs. Griffiths? 

Mrs. GrirFirHs. No questions. 

Mr. Jones. Mr. Lipscomb? 

Mr. Lirscoms. What is the significance of exhibits A and B? What 
do they represent ? 

Mr. Rapin. Exhibit A and the tables there are comparisons of 
the local publicly owned and the privately owned systems. The sig- 
nificance of the first table is to show the relative size of an average 
system. That is significant from the standpoint of Federal power 
policy when we come to the question of building transmission lines or 
preference in marketing power. The local publicly owned systems are 
relatively so small they do not have an opportunity to participate in 
these programs to the extent that the private power companies do, and 
for that reason I think it is extremely significant to know their com- 
parative size. 

Mr. Lirscoms. How many companies does this cover ? 

Mr. Raptn. This covers about 300 of the class A and B publicly 
owned utilities, and about the same number of privately owned util- 
ities. The statistics are not available in published form on the C and 
D utilities, which are smaller, so actually this represents only the 
larger ones; but as I recall, it represents about 70 percent of the 
consumers served by the local publicly owned systems and in excess of 
95 percent of the consumers served by the privately owned companies. 

Mr. Liescoms. Would the Department of Water and Power of the 
city of Los Angeles be in this? 

Mr. Raptn. Yes, sir. Very much so. 

Mr. Larscoms. Included in the total assets ? 

Mr. Raprn. That is correct. You will notice those are in thousands. 

Mr. Lirscoms. Where did this schedule come from ? 

Mr. Raprn. This comes from the comparative reports of the Federal 
Power Commission. Each year they publish reports on the publicly 
and privately owned systems, and at the bottom of table 4 the exact 
titles of the comparable Federal Power Commission statistics are 
cited. One of them is FPC-S-112 and the other is FPC-S-115. 1953 
is the most recent year for which those statistics have been issued. 
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Mr. Larscoms. On page 13 of your statement I am interested in the 
statement about subsidies to the private utilities under this amortiza- 
tion tax writeoff program. 

Mr. Raptn. Yes, sir. 

Mr. Lirscoms. Where did you arrive at the figure of this estimated 
amount of the subsidy which you say will far exceed the amount which 
las been invested by the Federal Government in their power program ? 

Mr. Rapin. From several sources. If you will allow me just a min- 
ute to get some material on that. The Federal Power Commission 
held hearings on the manner in which the benefits from these accel- 
erated tax amortization certificates would be made available, and 
whether they would be made available to the consumer, or whether 
they would be passed on to the stockholders of the companies. In 
March 1953, and I do not have the exact date, when the Federal Power 
Commission held hearings on this subject, Francis J. Walsh, staff 
counsel of the Federal Power Commission, estimated that the benefits 
to be received by the private power companies as a result of the issu- 
ance of these certificates would be almost $2 billion over a 30-year 
period. Subsequently the Federal Power Commission itself issued a 
report on this subject in which the Commission stated that these 
certificates would have the precise effect of an interest-free loan. 

If you compute the effect of these certificates as an interest-free 
loan, the benefits on those issued to date would be in excess of $2 
billion. By adding the benefits from certificates to be issued in the 
future as a result of this new expansion goal, it has been estimated 
that the total benefits would exceed approximately $6 billion. 

Mr. Liescoms. You mean the certificates would total $6 billion? 

Mr. Rapin. No. The benefits as an interest-free loan. You see, 
the way the Federal Power Commission has permitted the utilities to 
use these certificates is to continue their rates at the normal amount, 
even though they are getting the benefit of these fast tax writeoffs. 
Then they can use the money they receive for reinvestment in other 
plants or in other facilities. 

If you compound the effect of those benefits, it aggregates this 
figure of over $2 billion over a 30-year period on those that have been 
issued to date. That is the contention of the staff counsel of the Fed- 
eral Power Commission. This contention was subsequently backed 
up by the Commission, which said that these certificates had the pre- 
cise effect of an interest-free loan. It is the effects of these certificates 
as an interest-free loan that is the source of the benefits received by 
the private power companies. 

Mr. Liarscoms. Actually it is a tax certificate allowing them to write 
off the depreciation over 5 years. 

Mr. Rapin. Yes. But they collect their revenues and their rates 
remain the same, even though they have this fast tax writeoff, so that 
they are permitted to retain the difference between what their taxes 
ordinarily would be and the lesser amount that they actually are, and 
they can reinvest that amount or use it as an interest-free loan. 

Mr. Liescoms. What happens at the end of 5 years after this certi- 
ficate runs out on that property that has been depreciated ? 

Mr. Rapin. If the tax rate remains the same they would begin to 
repay some of that amount. But even so, they repay it over an ex- 
tended period of time, and the continued use of a portion of that 
amount continues to give them a subsidy. 
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Mr. Lirscoms. The theory you have put forth could be challenged 
if we had time to go into it, I suppose. 

Mr. Rapin. It possibly could, but I think it is noteworthy that it has 
been sustained by the Federal Power Commission itself. 

Mr. Lipscoms. I am very interested in this. On page 12 of your 
statement you said: 

* * * the electric industry is a regulated monopoly, not a free, competitive enter- 
prise, and therefore is not subject to comparison with other types of private 
businesses. 

You do consider private utilities a monopoly. Now do you consider 
a public utility, such as TVA, a public monopoly ? 

Mr. Rapin. They are a monopoly in the areas they serve. The 
competition arises in the fact that the service areas are contiguous and, 
therefore, the consumers of one company or one system can compare 
rates with consumers of other systems, and thereby competitive 
pressure is exerted. 

Mr. Lirscoms. But when you talk about a monopoly you try to 
put it—maybe not you, but it 1s put in a bad light, usually. Monopoly 
is not a good word to use. Do you object to people calling TVA a 
public monopoly ? ? 

Mr. Rapin. Well, it depends on the context in which it is used. 
But there is a very essential difference between a public monopoly and 
a private monopoly. The department of water and power in Los 
Angeles is a municipally operated institution—all of its operations 
are completely accountable to the people of the city. They have 
complete control over the way that utility is operated. 

But a privately owned company, which might have a franchise in 
a city, does not have the control by the ratepay ers to the extent that 
a municipally owned utility w ould have. There is a vast difference 
between the type of monopoly created. 

Mr. Lirscoms. You have talked about the department of water and 
power in Los Angeles, which has all of the water and power within 
the city limits. 

Mr. Raprn. Yes. 

Mr. Liescomrn. Surrounding the city of Los Angeles is the Southern 
California Edison Co. Are they a monopoly ? 

Mr. Raprn. Yes. 

Mr. Lipscomn. Is the department of water and power a monopoly? 

Mr. Raprn. They are a monopoly in the city in which they operate. 

Mr. Lirscomn. So when we use the word “monopoly” in regard to 
private and public power, it is not a bad thing to talk about? 

Mr. Raptn. The term itself cannot be separated from the conditions 
that exist when you have these monopolies. My personal view is that 
a monopoly of a public agency is operated more to the benefit of the 
consumers, or is more directly responsible to the consumers, than is a 
private monopoly, because a public monopoly is controlled by the 
peonle that it serves. 

Not very long ago I had occasion to go to a city in Maryland where 
they were considering a bond issue. It was very revealing to me to see 
in this open public meeting how all of the facets of the « operation of 
that utility were subject to public scrutiny. People could get up 
from any walk of life in the city and ask questions : about why the rates 
are thus and so, or why such a service condition is in effect. “However, 
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I maintain that sort of control does not exist in a private monopoly. 

Mr. Lirescoms. The fact that they can go before the ratemaking 
bodies of the State and the Federal Governments is undisputed. You 
mean they do not have that opportunity ? 

Mr. Rapin. I think the record would show that the regulatory 
authorities are not nearly as effective as is competition in controlling 
the rates. I think there is a great body of evidence as to the degree of 
effectiveness of regulation. I do not think we can rely upon regulation 
alone. 

Mr. Lrescoms. There is one further thing I would like to ask about 
on the charts. On table No. 4, would taxes come under production 
expenses ¢ 

Mr. Rapin. Taxes are not included in expenses of either the pub- 
licly or privately owned systems there. 

Mr. Lirescoms. The taxes have been deleted ? 

Mr. Rapin. Yes. ‘That is correct. 

Mr. Lirscoms. So that the expenses that are listed are actual com- 
parisons of expenses right down the line? 

Mr. Raprn. That is correct. Without any taxes being computed 
in either figure. 

Mr. Liescoms. Thank you very much. 

Mr. Jones. Without objection, the tables that are a part of and 
appended to the statement, will be made a part of the record at this 
point. 

(The tables referred to are as follows :) 


Exuipsit A. SUMMARY DATA ON LocaL PusLIcLy OWNED ELectric UTILITIES AND 
PRIVATE POWER COMPANIES—CLASS A AND B UTILITIES 





TABLE 1.—Comparison of size 


{In thousands of dollars} 





Privately Local pub- 
owned licly owned Total 
utilities utilities 

' 


$2, 339, 660 $27, 936, 980 


ER Pe ints die Sag eas dip apo pdcnnccesscence $25, 597, 320 





! 

an 
Percent of total. __---.-- RASS. SC nmnbbkignann db es ws --| 91.6 8.4 | 100. 0 
Total assets nee neidone a ..---| $26,698.947 | $2,718,992 | $29,417. 939 
Percent of total..-...-..-..----- Hines Stadbs. dlaenk 90.8 | 9.2 | 100. 0 
a ee eee ---| $6, 167, 257 | $486, 495 | $6, 653, 752 
Percent of total---_-- : damaaoaes a Sows 92.7 | 7.3 | 100. 0 
Number of ultimate consumers. - ----.- . : ee $39. 119 | $3, 902 | $43, 021 
Percent of total - = 90.9 | 9.1 100. 0 
Electric generating capac ity (in kilowatts) - . i $71, 345 | $5, 525 $76, 870 
Percent of total. : Recemetiet shea iia 92.8 7s 100. 0 
Kilowatt-hours generated and purchs ased____ 2 ..-------| $421, 947.000 | $39,934, 000 $461, 881, 000 


I Ie he. al al alk aniline call 91.4 | 8.6 100. 0 


TABLE 2.—Sales to residential customers 


Local pub- 





Private 
| Meien licly owned 
utilities utilities 
Average number of kilowatt-hours sold annually per customer 2, 216 | 3, 194 


------| 
Average annual bill per customer .-.....-.--.---- ‘ nae : saw $62. 83 | $57. 88 
Average revenue per kilowatt-hour--_-.-.-.....--..-- | $0. 0284 $0. 0181 
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TABLE 3.—Sales to commercial and industrial customers 



































Local 
Private publicly 
utilities owned 
utilities 
Average number of kilowatt-hours sold annually per customer ‘ ; 42,114 34, 175 
Average annual bill per customer_._.-..............----------- vidlvig dated $638. 09 $414. 52 
Average revenue per customer---.__-.- dansitie haste tid heidi de Reasiiteaesch® $0. 0152 $0. 0121 
' 
TABLE 4.—Comparison of expense items 
| Excess of 
Seay — —_ Public sys- | private sys- 
otitis | akin | tm ening | dim xpi 
over public 
—_— ee _ ws = | | 
Production expenses per kilowatt-hour sold Percent 
3 mills_- 4. 80 4.73 $0. 07 1.5 
Transmission expenses per kilowatt-hour sold | 
do.... 28 | .13 | 15 115.4 
Distribution expenses per customer. _........ = $13. 66 $13. 34 | $0. 32 2.4 
Accounting and collections per customer. - --... $5. 07 $3. 7 $1. 28 33.8 
Promotion and advertising per $100 revenue--_. $1. 76 $0. 91 | $0. 85 93. 4 
Administrative and general per $100 revenue_ $7.01 $6.35 | $0. 66 10.4 


| 


Source: Statistics of Electric Utilities in the United States, 1953, Privately Owned (F PC-S-112); Statis- 
tics of Electric Utilities in the United States, 1953, Publicly Owned (F PC-S-115). 


Mr. Jones. Let me thank you again, Mr. Radin, for coming down 
from Washington and being with us today and enlightening me on 
some history. I was 2 years off in my statement yesterday, from 
1826 to 1824. 

We appreciate very much your coming. 

Mr. Rapin. We appreciate the opportunity of being here, Mr. Chair- 
man. 

Mr. Jones. The committee would like to say, before recessing for 
lunch, that I noticed there is a group of high-school students present. 
I believe they are high-school or college students out in the audience. 
If you want to come up here and ask us some questions before we 
recess for lunch, we will be glad to have you. If you would like to 
speak to us or ask us any questions we would be glad to receive them. 

The committee is now adjourned until 2:15. 

(Whereupon, at 12:50 p. m. the subcommittee recessed until 2:15 
p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Jones. The subcommittee will come to order, please. 

I have a telegram from Mr. Rowland R. Hughes, Director of the 
Bureau of the Budget, directed to me as chairman of the Special Sub- 
committee on Water Resources and Power, in hearing, Chemical En- 

ineering Plant, Tennessee Valley Authority, Muscle Shoals, Ala. 
he telegram reads as follows: 


In reply to your telegram of October 31 may I ask that you invite the Budget 
Bureau representatives referred to by you to give their side of this story under 
oath before your subcommittee. After reviewing the record including a memo- 
randum made by the Budget Bureau representatives following the October 19 
meeting in the Bureau on the multipurpose project on the lower Cumberland 
River in Kentucky, I find that the facts do not conform at all to the allegations 
in your telegram, From the reports it appears that on the basis of the state- 
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ments of one man you termed the part played by the Budget Bureau in that 
meeting as “shocking,” “reprehensible,” “outrageous flouting of the will of Con- 
gress,” without making any attempt to find out whether the story is true, which 
could have been done very simply by checking with the Budget Bureau. That 
is an outstanding procedure. 

Specifically, these are the portions of your telegram based on the allegations 
of Mr. Charles M. Everhart which are in variance of the facts: (1) Our repre- 
sentatives did not suggest at any time that the Kentucky Utilities Co. be con- 
tacted for the purpose of arranging a partnership project; (2) no mention was 
made of a “nominal fee for use of the water,” whatever this may mean. Further- 
more, I would also like you to know that, contrary to the statements attributed 
to you in the press, it was not suggested that the project’s approval depended 
on private utility participation or that “‘a private utility take over a possession 
owned by the Federal Government.” So that the record may be straight, it is 
this administration’s policy to encourage whenever possible local participation— 
whether by private or public bodies as may be locally, desired—in water resource 
projects. In line with the guiding principles established by the President, in our 
review of budget requests we consider whether it is necessary for the Federal 
Government to provide the entire financing or whether there are means of securing 
participation, in whole or in part, by local interests. A review is made to deter- 
mine, among other things, if the possibility of local participation has been 
adequately explored. 

As you may recall, the Congress in 1954, after a similar review, amended 
the Priest Rapids, Wash., Coosa River, Ala., and Markham Ferry, Okla., author- 
izations in this manner. As originally approved by the Congress, these projects 
were authorized for Federal construction: The 1954 amendments allowed local 
interests to construct the power features, and the Federal Government to con- 
tribute to the nonpower features. In the case of the lower Cumberland project, 
when an authorized project will require a $167 million Federal expenditure, and 
where construction may be long delayed because of financial limitations, it makes 
good sense, we believe, to explore the possibility of a local sharing of costs in 
power development which might speed up time of completion and at the same 
time allow Federal tax dollars to serve a greater number of people. If in- 
vestigation showed such partnership was feasible it could reduce the investment 
of the Federal Government by more than $57 million in this case. The Budget 
Bureau officials suggested it be explored. This suggestion was entirely con- 
sistent with administration policy, congressional policy as spelled out in recent 
enactments, and sound public policy. 

RowLaNp R. HueuHes, Director. 


I have this statement to make in connection with the telegram that 
I have just received from the Director of the Budget. To his first 
request, “In reply to your telegram of October 31, may I ask that you 
invite the Budget Bureau representatives referred to by you to give 
their side of this story under oath before your subcommittee,” I would 
like to say this: 

In transmitting the telegram from Nashville, Tenn., to the Director 
of the Budget, I announced that I was making a copy of that telegram 
available to Mr. Chudoff, chairman of a Subcommittee of the House 
Committee on Government Operations which has as its responsibility 
the investigation of the Federal power policy; and that a further 
request would be made of Mr. Chudoff to make inquiries and investi- 
gations into the allegation contained in the testimony before this 
subcommittee, as shown in the telegram which was transmitted to him 
from Nashville. 

Now in the light of this telegram, if that investigation is not forth- 
coming, or if the request is not granted by Mr. Chudoff, the chairman 
of that subcommittee, then the chairman of this subcommittee will call 
a meeting at which time all of the participants in that discussion will 
be brought before the subcommittee, all of them under oath, and they 
will testify as to what actually took place. The names which have 
been mentioned will be extracted from the record, those names sub- 
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mitted by Mr. Everhart to this subcommittee, and they and others of 
the Bureau of the Budget whom they suggest or whom they want to 
testify will be available to come before the subcommittee. 

Now, secondly, the telegram is based on the assumption that this did 
not happen, or that the facts that Mr. Everhart alleged to the com- 
mittee did not transpire in any conversations with the representatives 
of the Bureau of the Budget, but if they did transpire—I am still para- 
phrasing the telegram—it was certainly in order as it would be the 
pay of the administration to review authorized projects on which 

ocal participation had been investigated by the Congress of the 


United States in originally authorizing the project. However, this E to a 
project was authorized as late as 1953, so an authorized project such ' be ii 
as this lower Cumberland project was not an old project requiring 4 M 
reexamination. But recourse was taken to find interested parties. ‘ ing: 
Thirdly, the telegram directed to me cited authorizations of the H sche 
Priest Rapids, Markham Ferry, and the Alabama-Coosa projects, a To 
which were projects authorized and amended by law, not by admin- wot 
istrative directives. The telegram cited these as the basis for finding 3 sub 
some utility to participate in the program and engage in a joint enter- mat 
rise of constructing the lower Cumberland project. Had this matter mat 
een handled in such a way as to direct it to the attention of the Con- of t 
gress, then that is a matter for which the Bureau of the Budget and h 
Mr. Rowland Hughes would have to procure congressional authority ¥ test 
in order to engage in the type of partnership he refers to as having ak 
been engaged in on the Coosa, the Markham Ferry, or the Priest wh: 
Rapids projects. not 
So I consider first that we have a denial; and, second, a confession Th 
that if they did say it, it was a thing they should have said on that . cle: 
occasion—which is what we lawyers call a plea of confession and was 
avoidance. I repeat again that the matter will be a subject of investi- i cou 
gation by this subcommittee in the event that Chairman Chudoff does tim 
not grant a hearing on the subject before his subcommittee. I 
Mr. Lirscoms. Mr. Chairman, it is my understanding you sent a exe 


telegram to the Bureau of the Budget. Now, what is the understand- ( 
ing you have with Mr. Chudoff that I am not aware of? age 

Mr. Jones. I have no understanding. It would be the proper legis- ing 
lative committee to make inquiry as to whether or not the Federal ' 
power policy now being carried out was a trespass upon the laws 
which are enacted. The executive branch of the Government can 
go no further than the Jaws under which they operate. Therefore, 
if they in the Bureau of the Budget made a suggestion to those people 
in attendance, as Mr. Everhart alleged before this committee in Nash- 
ville, then, of course, that is a violation of the Federal law and it is 
a violation of the Federal policy with respect to authorized projects. 
Nowhere in the discussion was there any suggestion that the Congress 
undertake to rewrite the law in such a manner that the Kentucky 
Utilities Co. would obtain the right and the authority to construct 
the hydroelectric potential of the lower Cumberland project. 

Mr. Lirscoms. Mr. Chairman, I feel that since you, as chairman of 
this subcommittee, sent the wire to the Bureau of the Budget, this 
subcommittee should go into it. I do not see any connection with 
the Chudoff subcommittee in this regard at all. In fact, I believe 
in order to clean this up and finish up the job while we are down 
here in the South that all of the parties concerned with this particular 
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matter should be called and appear before the committee in Memphis 
on Friday. 

Mr. Jones. It is unfortunate that the subcommittee has already en- 
gaged itself to have witnesses come from various parts of the coun- 
try to Memphis. As the matter stands at the present time we have 
the allegations of Mr. Everhart before this subcommittee and the alle- 
gations of the Bureau of the Budget that it did not take place. It 
is the situation which the subcommittee finds itself faced with. 

Mr. Lirscoms. I think that the subcommittee should determine and 
get the matter straightened out immediately and not turn it over 
to another body because of some question of jurisdiction which may 
be involved. 

Mr. Jones. The Chair will state that the current schedule of hear- 
ings runs through the 10th and 11th of November. Those are already 
scheduled and the people have been advised to attend those meetings. 
To call those meetings off would be discommoding to them and it 
would disturb the regular schedule of the subcommittee. I assure the 
subcommittee that the chairman will not endeavor to protract this 
matter to some uncertain day; that it will come up and it will be a 
matter of discussion. This question can be resolved in executive session 
of the subcommittee. 

Mr. Liescomps. I believe, inasmuch as this subcommittee heard the 
testimony from Mr. Everhart in Tennessee, that this subcommittee has 
a knowledge of the situation and it has the receipt of this telegram in 
which the Bureau of the Budget has informed us that the facts do 
not conform at all to the allegations you submitted in your telegram. 
Therefore, we should go ahead with the job and finish up the job and 
clear up the situation while we are in the South, where the disclosure 
was made. That is my feeling on it, and I feel that the subcommittee 
could go through our regular schedule of hearings and work extra 
time in order to get the matter straightened out immediately. 

Mr. Jones. The Chair will rule it is a matter to be disposed of in 
executive session. 

Our first witness this afternoon is Mr. Clyde T. Ellis, general man- 
ager, National Rural Electric Cooperative Association, from Wash- 
ington. 

We are glad to have you, Mr. Ellis. 


STATEMENT OF CLYDE T. ELLIS, GENERAL MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION; ACCOMPANIED 
BY DR. CLAY COCHRAN, STAFF ECONOMIST, HEAD OF THE 
LEGISLATIVE AND RESEARCH DEPARTMENT, NATIONAL RURAL 
ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Exxis. Thank you, Mr. Chairman. 

Mr. Jones. I know you made a special effort to be with us today, 
having flown from Los Angeles, Clyde; is that right. 

Mr. Exuis. That is right. 

Mr. Jones. We are going to work our way out there so that we can 
see Los Angeles. 

Mr. Exxis. No smog yesterday. 

Mr. Liprscoms. It was beautiful; was it not, sir? 

Mr. Etxis. It was. It is always beautiful. 
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Mr. Jones. Will you identify Mr. Clay Cochran, who is your asso- 
ciate, and give his position ? 

Mr. Exxits. Yes, Mr. Chairman. This is Dr. Clay Cochran, our 
association’s staff economist, who heads up our legislative and research 
department. ‘There may be points, with your permission, which I 
would like to call upon him to answer. 

Mr. Jones. Mr. Ellis, is it your intention to summarize the state- 
ment and the various sections you have prepared ! 

Mr. Exxis. With your permission, Mr. Chairman and members of 
the committee. 

Mr. Lipscoms. Mr. Chairman, how long has this statement been 
available for the subcommittee’s perusal ? 

Mr. Jones. It came in yesterday, I believe. 

Mr. Exwis. I cannot tell you. As far as I know, it came in this 
morning, but if it came in yesterday, I did not know it. 

Mr. Lipscoms. If it is possible, Mr. Chairman, I would appreciate 
it if we, as members of the subcommittee, could have an opportunity to 
receive statements such as this a little ahead of time so that at least 
we could brief through them and we would have a better opportunity 
of questioning and listening to the witness. 

Mr. Jones. Of course, 1 would like to see that, but that puts a ter- 
rible burden on the chairman in trying to anticipate what witnesses 
will testify to, or what they are going to offer. We are in session for 
the purpose of examining testimony. That is a part of the duties of 
the members of the committee. 

Mr. Lipscomes. I realize every person cannot submit a statement 
ahead of time, but in this case I believe this statement has been here 
for a day. 

Mr. Jones. As I understood Mr. Young, on yesterday afternoon he 
told me that he had a package in his office, or the first thing this morn- 
ing. I do not know which one it was. However, it was either late 
yesterday afternoon or this morning. It was brought around this 
morning and I had not had an opportunity to examine it. 

I will say to the gentleman from California he knows as much about 
what is in the statement as any other member of the committee. We 
will just have to do the best we can and try to go along. I do not know 
of any way you can anticipate the length or even the prolixity of a 
statement. 

Mr. Lirscoms. My only point, Mr. Chairman, was that when state- 
ments are available, if the staff or committee members do know about 
it ahead of time and we are going to make it a policy to receive these 
statements, then if we can have them ahead of time so that we can 
work on them the night before, it will be appreciated by at least one 
committee member anyway. 

Mr. Jones. I will make every endeavor to obtain as many as I 
possibly can, but I do not know of any procedure that I could follow 
which would be satisfactory in every case to get all of the statements. 

Mr. Reuss. I say to Congressman Lipscomb that this is a lengthy 
statement, and I think it is a good practice, as has been suggested by 
the witness, that he merely summarize it. However, I have this ques- 
tion to ask of Mr. Ellis: In the event that members of the committee, 
after reading the lengthy statement at their leisure, have questions 
concerning it, will you be available for further questioning by the 
committee at some later date? 
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Mr. Exius. I will, sir. 

Mr. Reuss. Thank you. 

Mr. Jonrs. Let me say this to the members of the committee: If 
there is any question relating to the testimony of any witness appear- 
ing before the committee and you feel it is necessary to satisfy your 
mind on the points made by the witness, so that it requires a reexami- 
nation of him, the Chair will attempt to obtain the witness for the 
purpose of recalling him for further examination. 

Now, Mr. Ellis, you may proceed. 

Mr. Exxis. Mr. Chairman, I apologize for the report coming in 
here late. These hearings came up, so far as I know, after our 
regional meetings were already in progress, and we have had one 
gigantic job trying to put this statement together during the course 
of our meetings. 

For the record, my name is Clyde T. Ellis, general manager of the 
National Rural Electric Cooperative Association. NRECA is the 
service organization of the rural electric systems of the United States, 
including Alaska. More than 900 of the rural electric systems, about 
91 percent, are voluntary members of NRECA. These 900 systems 
are serving approximately 314 million farm homes and rural estab- 
lishments in the States and Alaska. 

The National Rural Electric Cooperative Association performs a 
great number of services for the rural electric systems. Rather, they 
perform these services for themselves through their national 
organization. 

The rural electric systems, as the committee knows, borrow the 
funds for their capital and their capital investment from the Rural 
Electrification Administration, the REA. 

Before proceeding with my statement, members of the committee, 
I would like to recognize the fact that this meeting is being held in 
the district of Congressman Bob Jones, who is chairman of the com- 
mittee who, if I may be permitted to express an opinion, has been 
one of the very finest friends of the rural electrification program and 
the Federal power program, including the Tennessee Valley Author- 
ity, in the Congress. 

Let me say at the outset that I was interested in the telegram which 
the chairman just read. I have been hearing about your session of 
yesterday and the day before. I am somewhat amazed at some of 
the language used in the telegram in expressing the administration’s 
policy of carrying out the so-called partnership and local participa- 
tion philosophy as “may be locally desired.” If I heard it right, as 
you read it, Mr. Chairman, that is a part of what I want to talk about 
before this committee, that “as may be locally desired.” 

Partnership is being rammed down our throats as may not be locally 
desired. That is what it amounts to. And in no case have we been 
asked whether it was locally desired, so far as I know. ; 

By the way, Mr. Chairman, do I understand that my statement will 
be made a part of the record, that is, my formal statement, and the 
supplement I have submitted ? 

Mr. Jones. It will be made a part of the record and also you can 
summarize it. Of course, if there is any part of it that takes any 
member by surprise, the members will have a right to recall you. That 
can be ie: “a. when we hold our meetings in Washington, so it 
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will not inconvenience you to have to leave Washington or put you to 
any unusual expense. 

Mr. Exuts. I would like to submit for your use—I do not have it 
here at the moment, but I will have later—the copies of the statement 
which I have been making to the regional meetings of the rural electric 
systems around the country. I will not ask that it be made a part of 
the record, but I would like that you should have it, because J will 
probably refer to some things that are in it. 

Mr. Jonses. We will be happy to receive it. 

Mr. Extis. I would like to submit for the record—and these will not 
be lengthy—resolutions which have been passed by our systems, and 
any resolution that might be passed by our people in the southeastern 
part of the country at a meeting to be held next Monday and Tues- 
day—the last of our regional meetings—at St. Petersburg, Fla., bear- 
ing on the Hoover Commission reports on the matter of water re- 
sources and power. 

Mr. Jones. Without objection, those resolutions that have already 
been passed will be made a part of the record, but those that have not 
been passed will have to be submitted to the committee after they have 
been passed and transmitted, although not prior to their enactment, 
of course. 

Mr. Exxis. Thank you, sir. 

I think all of the members of this committee know that the rural 
electric cooperatives throughout the United States—and there are 
some public power districts, but most of the rural districts are co- 
operatives—were formed in the rural areas, that is, in areas where 
the power companies and municipally owned systems had not served, 
and where the people served by these rural electric systems did not 
for the most part have any electricity at all until the rural electrics 
came along. 

Only 11 percent of the farmers of the United States had electricity 
before the creation of the Rural Electrification Administration. To- 
day about 94 percent of the farms have electricity. They have lines 
to their houses, but at least a fourth of them do not have adequate 
power or adequate power in sight. 

Power supply has been constantly our biggest difficulty. Man 
areas of the United States could not obtain rural electrics at all until 
special arrangements were made for power supply in those areas. 

We are generating only about 15 percent ourselves of the power 
we use. The rest of it we purchase from whatever sources we can. 
Approximately 50 percent of all we use is purchased from the com- 
mercial power companies. The rest is purchased from the Federal 
power agencies and, in a few cases, very small amounts from munic- 
ipalities and from a few State power agencies. 

About one-third of the rural electric systems of the United States 
are dependent upon Federal power for all or part of their supply. 
That means approximately 300 systems. 

On page 13 of this report, I believe it is, I have submitted a con- 
centric circle map, showing the rates which our systems pay for whole- 
sale power throughout the United States. It has the large blue 
figure. 

Mr. Liaescompn. Is this not also in a folder put out by the Office of 
Information of the Tennessee Valley Authority ? 

Mr. Ex.is. I think so. 
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Mr. Lirscoms. I have seen it in that particular pamphlet. 

Mr. Ex.is. No. I beg your pardon. It is in the exhibits in back of 
the principal statement. My error. 

So that you would have a better idea of what I am talking about, I 
call your attention to the map. 

Mr. Jones. You go right ahead, Mr. Ellis. I am familiar with it. 

Mr. Exits. You will note that it indicates in the Tennessee Valley 
area our systems were, as of fiscal year 1952, paying 4.9 mills for whole- 
sale power. There is a definite correlation between the rate we pay for 

ower and the amount of power that people use. The lower rate, the 
1igher the use. Also, the lower the rate, the further feasibility is pos- 
sible in extending our lines to more and more of the unserved farms. 
There are still more than a half a million farms and rural establish- 
ments in America that do not have electricity. 

You will note that at distances of approximately 200 miles from 
the Tennessee Valley area, that the rate increases progressively. This 
we firmly believe is due to the effect of the Tennessee V alley Authority 
yardstick. To the north the rates rise more rapidly than to the south. 

You will note that in the area indicated within the first concentric 
circle outside of TVA to the north the rate jumps to about 9 mills, 
and to the south and west to about 64%. As you go farther north it 
jumps on up to 9.3 mills, and to the south to6.9. It goes progressively 
up to 1514 mills and we have instances of power rates even higher than 
that. 

Then if you move to the Northwest and follow the same type of 
concentric circle from the Bonneville Power Administration area out, 
you see that the same thing happens. That is a very important pic- 
ture showing why the rural electric people are, in addition to power 
supply and ‘to the very existence of supply, strong for the Federal 
power projects. 

Mr. Reuss. I would like to ask a question at that point, Mr. 
Chairman. 

Mr. Jones. Yes. 

Mr. Reuss. Mr. Ellis, looking at your chart No. 13 to which you 
have just been referring, and your chart No. 12, which has to do with 
the average cost per kilowatt-hour of energy purchased by REA bor- 
rowers from all suppliers, by States, do those comparative charges for 
electricity in general represent the across-the-board charges by public 
and private power companies to all consumers, or is there something 
peculiar about REA ? 

Mr. Exuis. No. They pretty generally follow the overall pattern. 

Mr. Reuss. So your chart No. 13 then, which is the average price 
of power purchased by REA borrowers for fiscal year 1952, would 
look pretty much the same if it were constructed to indicate the average 
price of power purchased by all consumers for fiscal year 19524 

Mr. Exits. I believe so, sir. 

Mr. Reuss. Thank you. 

Mr. Liescoms. In the section of the chart on page 13 where the two 
circles meet, namely, in South Dakota and Nebraska, and down 
through that area, does that area have as much water resources as does 
the area around the Bonneville Power Administration and the Ten- 
nessee Valley Authority ? 

Mr. Exuis. No. There is a definite relationship between the water 
resources and the extent to which they have been developed, and 
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the rates. There is also another item in it which is high cost of fuel. 
Usually it is a good long ways from the source and it has to be trans- 
ported in by train or barge. 

However, these rates in the Dakota area have come down since 
1952 to our systems, because of the development of Fort Garrison 
and Fort Randall Dams in the area. They are not as high now rela- 
tively as is shown on the map. 

Mr. Lirscoms. So that even if the power comes down, that is, if 
these rates such as the Bonneville Power Administration and those 
other rates, come down, these rates in the center where the circles come 
together will always be higher ? 

Mr. Exuis. I think they would. They would always tend to be 
higher, except that the Missouri River is being developed, and Oahe 
Dam and Gavin’s Point are under construction, and as more power 
comes in there I think the rates will continue to come down. 

It is not just that the rates of the water power developments them- 
selves directly affect our cost, but the power companies who supply 
us in those areas, when this competitive force comes into the area, 
always reduce their rates to us. Sometimes they will cut them in 
half to us. That happened in Arkansas—my own State. The 
Arkansas Power & Light Co. rate now—its wholesale rates to the 
rural electrics very closely approaches the TVA rate. That also 
tends to be true to the south of TVA in Georgia, and to some extent 
in Alabama and in Mississippi. 

Mrs. Grirrirus. Is there any possibility of Michigan’s rates ever 
being cut? 

Mr. Exxis. Well, we would hope so. The rural electric coopera- 
tives have been paying an enormously high rate for power throughout 
the State. We complained about the fact that the Sault Ste. Marie 
power had been sold to a local industry and a power company, but 
finally an arrangement was made for some of our rural electrics to 
purchase Sault Ste. Marie power, and the power rate did come down 
very sharply. 

We are hoping atomic energy may help bring the rates down further 
in that area. 

Mr. Jones. Mr. Ellis, may I ask you another question at this point ? 
There is no shortage of water power in Northeastern States, is there? 

Mr. Exuis. No, sir. 

Mr. Jones. The hydro potential up there is in excess of 3 million 
kilovolts. 

Mr. Exuis. It is far greater than that, depending on what area you 
are talking about, of course. . 

Mr. Jones. Excluding the rapids section in the Niagara. 

Mr. Exuis. Yes. I would think that is approximately right. 

Mr. Jones. Yet they have the highest priced electricity of any 
large area in the country. 1 

Mr. Exxis. That is correct. 

T would like to read to the committee, with your permission, bearing 
on the importance of electricity in our economy, a part of a paragraph 
from a new book in economics which is being used this year in some 
of the colleges. The author is Dr. W. Nelson Peach of the Economics 
Department of the University of Oklahoma, and the book is entitled 
“Principles of Economics.” I read from page 59 thereof as follows: 


The record of our rising standard of living is the record of the harnessing of 
machines to inanimate energy. It can be illustrated by the rising use of elec- 
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tricity. The world now produces more than 1 trillion kilowatt-hours of elec- 
tricity annually, about 244 times as much as the annual output in the years 
prior to World War II. Engineers tell us that the work output of a man rarely 
exceeds the equivalent of 150 kilowatt-hours a year. The gainfully employed 
population of the world is, at a rough estimate, 1 billion. Electricity, therefore, 
provides the world with something like seven times as much energy as its labor 
force alone can provide. 

But this is only part of the record. The labor force in the United States is 
about 65 million. 

This book was written last year, and you probably notice the news- 
paper reports recently show that that is the amount of the labor force 
today. 

Reading on it says: 

Counting the work output of each as equivalent to 150 kilowatt-hours, the 
total labor force would do the work equivalent of less than 10 billion kilowatt- 
hours of electricity. In recent years we have been producing in excess of 400 
billion kilowatt-hours, more than 40 times the energy which would be produced 
if our labor force worked without inanimate energy. 

Another way of looking at the work done for us by electricity is to say that 
it is the equivalent of providing every man, woman, and child in the United 
States with 16 or 17 servants; or to say that each year the energy from elec- 
tricity provides us with the equivalent of about 2% billion man-hours of work. 

In other words, to get as much work done for us by manual labor as is done 
for us by electricity it would be necessary to have about 244 times the work 
force of the world our slaves. 

It is our best information that those figures are substantially 
correct. 

I call your attention to a pictorial chart which appeared in the 
July 3 issue of the New York Times, which we believe to be as nearly 
correct as can be determined, titled “The Balance of Power Today. 
Strength of the Communist and Western Blocs Compared.” 

Four factors are compared—2 military and 2 economic. The first 
is men under arms, showing the Western bloc with 8 million and the 
Communist bloe with 10 million. 

The second military factor is plane strength, showing the Western 
bloc with 50,000 planes and the Communist bloc with 45,000 planes. 
You have read the newspaper accounts more recently, I am sure, indi- 
cating that the Communist bloc is now even with the Western bloc 
in planes. 

The first economic factor mentioned is steel production, showing 
a Western bloc production of 182 million tons annually 

Mr. Jones. The United States has 105 million of that total capacity. 

Mr. Exxis. Yes, sir. And showing a Communist bloc production of 
57 million tons, or roughly three times in the Western World that of 
the Eastern. 

The fourth factor compared is electricity production, showing in 
the Western bloc 950 billion kilowatt-hours a year, and in the Com- 
munist bloc 204 billion kilowatt-hours a year, which is between 4 and 
5 times as much in the Western bloc as in the Eastern bloc. 

In other words, of the four important factors listed, we show our 
greatest margin of strength in the field of electricity production. Yet 
we know from many reports that Russia is rushing to completion 
many great hydroelectric dams. I have talked with people who have 
seen some of them, including some of the farmers who went to Russia. 

Russia also has in production a substantial atomic energy plant— 
we have one—producing electricity for the use of the industry and 
the economy. 
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I have talked with Senator Milton Young, who visited the Russian 
lant very recently and saw it in operation some 75 miles from 
foscow. 

The National NRECA and the American Public Power Association 
have been the principal national advocates of an abundance of elec- 
tricity in America. The farmers of this country have consistently 
supported the comprehensive development of our Nation’s water 
resources. The commercial power companies have consistently op- 
posed those developments. Vet the commercial power companies, 
which oppose an abundance of electricity, which is the very key to 
our military and economic strength, have set out upon a campaign 
to try to make it appear that the rural electric systems are something 
less than loyal Americans, that is, the people who compose them. 
Now we have the greatest »ropaganda document of all, this $430,000 

task force and Hoover Commission report, which picks up and mag- 
nifies the power company line of propaganda against the comprehen- 
sive development of our water resources, and attempts to wreck the 
whole Federal power program. 

Mr. Chairman, I do believe that the task force reports are just as 
much before you as the committee reports of the United States Con- 
gress are before the American people when matters of legislation are 
being considered. They are very closely paralleling each other. 
Therefore I hope we will be permitted to refer to the task force reports. 

Mr. Jones. Did you have any idea that the committee was not 
receiving testimony on the task force reports? 

Mr. Exxts. No, but I had not heard whether the task force reports 
were before you for consideration 

Mr. Jones. Surely. We have recommendations in the task force 
report that the committee has paid particular attention to, such as 
disaster insurance. 

Mr. Exxts. Thank you. 

Mr. Jones. And flood-control insurance. And the references in 
the Commie report itself in so many instances bring forward and 
adopt the philosophy and the thinking that was enunciated and is 
enunciated in the task force report. 

Mr. Exits. Thank you, sir. 

Mr. Jones. I do not sense that the task force was without authority 
and without the power to make recommendations to the Commission 
itself. Just because the Commission did not adopt all of the recom- 
mendations, it did not relieve us of examining all volumes of the task 
force report, the majority report of the Commission, and the minority 
report. 

Mr. Lipscoms. Mr. Chairman, we have gone through this discussion 
in so many prior hearings and I am still of the opinion that this sub- 
committee is to study the recommendations submitted in the Hoover 
Commission report; that that is what we are concerned with. I did 
not bring it up at this hearing as I believe we have discussed it at such 
length, and I understand the chairman’s s position in the matter. I 
also know he is chairman of the subcommittee, but I am still of the 
opinion that this subcommittee is to study the recommendations con- 
tained in the Hoover Commission report, and not the task force 
recommendations. 

Mr. Jones. The Chair continues in its ruling that the task force 
report is properly before the committee, and we will receive testimony 
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and comments either approving or disapproving the task force report, 
or the minority report or the majority report of the Commission itself. 

Mr. Lrescoms. I would just like to point out further that in the 

‘alendar of the Committee on Government Operations, on page 10, 
in which appears the jurisdiction of subcommittees of the Committee 
on Government Operations, it says, “Special Subcommittee on Water 
Resources and Power. To study the Report of the Commission on 
Organization of the Executive Branch of the Government on Water 
Resources and Power.” 

Mr. Jones. Of course, trying to study the Hoover Commission 
report without the task force report would be like condemning sin 
and not finding the culprit who committed it. So the Chair con- 
tinues in its ruling and will elicit information that you might have on 
the task force report or on the Hoover Commission report itself. 

Mr. Exuis. Mr. Chairman, I would like to comment with regard to 
the public record of the Chairman of the Hoover Commission him- 
self who, in his veto of one of the TVA bills, one of the Muscle Shoals 
bills, referred to it as “degeneration.” I would refer also to his Madi- 
son Square Garden speech in 1925, in which he condemned Senator 
Norris, Senator Borah, and others as those “who sought to limit and not 
expand the freedom of man.” 

The National Electric Light Association, which is the forerunner 
of the present Edison Electric Institute, both of which were organi- 
zations of the power companies, reproduced 50,000 copies of that 
speech and spread them throughout the United States. 

I also refer to the Chairman’s, Mr. Hoover’s, Case Institute speech, 
early in this administration, which constitutes a pretty good blue- 
pr int of the Hoover C ommission task force reports and the Hoover 
Commission recommendations. 

Mr. Jones. Is that the Cleveland, Ohio, speech ? 

Mr. Extis. Yes, sir. 

Mr. Jonrs. Do you have the text of that speech with you? 

Dr. Cocnran. It is attached as an exhibit, Mr. Jones. 

Mr. Exits. I call your attention to a pamphlet entitled “Water Re- 
sources, Electric Power and National Policy,” published by the 
National Association of Electric Companies. That is the Icbbying 
organization of the power companies. It is dated May 1950 and it 
also contains a pretty good blueprint for both the Hoover Case In- 
stitute speech and the Hoover Commission recommendations and task 
force recommendations. My point is that they are one and the same; 
that the National Association of Electric Companies has called the 
turns, submitted the blueprints and fixed the policy of Chairman 
Hoover and his Commission. 

I could read you at length from this ae By ue way, this 
is also considered, I take it, as current by the National Association 
of Electric Companies, for a few days ago, when a group of college 
students visited the NAEC offices in W ashington, this pamphlet was 
handed to them as the power company policy as of today. 

Mr. Jones. Mr. Ellis, does that cognominate me as a Socialist be- 
cause I believe in TVA ? 

Mr. Exuis This, together with some other things which I shall sub- 
mit, does, if you believe in TVA. 

Mr. Jones. You know, I have been hearing that ever since I have 
been in Congress, about the people who believe in TVA being Social- 
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ists. I have gone up and down north Alabama and throughout this 
valley, and I have not found my first Socialist—not the first one. If 
they are down here they are rare creatures indeed, because you cannot 
apprehend them. 

Mr. Exuis. No, sir. I have not found any either. 

One statement on page 8 of this pamphlet reads: 

The first step by the Government agency having the primary responsibility for 
design and construction of multipurpose projects containing incidental power 
should be to afford the utilities of the area, both business-managed and munici- 
pal, an opportunity to build the powerhouse and install and operate the electric 
generating equipment at the proposed dams either with or without a Federal 
license— 
either with or without a Federal license at their own expense. 

Mr. Jones. Let me see. That amends the Federal Power Act. 

Mr. Extis. Oh, yes. It amends many laws of the Congress. 

Mr. Jones. And if it were amended in that regard, it would mean 
the preference clause would go out of the window—the preference 
clause contained in every bit of legislation on the sale and disposition 
of the energy generated at federally owned installations. Even atomic 
power, because the Atomic Energy Act of last year or the year before 
last has a preference clause in it. 

Mr. Exxis. Right, sir. Many laws of Congress do that. 

Mr. Jones. So there has not been a single administration from 
Theodore Roosevelt through the present administration that has come 
out and asked for the repeal of the preference clause in any of the 
public acts that contain a preference clause. 

Mr. Enis. I believe it is true some law passed in every one of those 
administrations, from 1906 to date, with preference clauses in them— 
by some act of the Congress. 

Referring to preference, they say that preference is a polite name 
for discrimination. Preference is the Homestead Act in the Federal 
power law. Abraham Lincoln had three principal issues in his cam- 
paign in 1860. One of them was a homestead law, along with the 
slavery question. The homestead law is American as truly as any 
one of the laws favoring the people. The land companies were gob- 
bling up the land prior to 1860 and it was not available to the masses 
of people. It was an issue. You cannot homestead Grand Coulee or 
Wilson Dam. 

It took a preference law to guarantee that the people could get 
any of the benefits, and even with the so-called preference clause, 
which should better have been called antimonopoly clause, in my 
opinion—even with it the rural electric cooperatives today are being 
discriminated against in not being able to buy power where they are 
asking to buy it. It is being sold to the power companies instead 
and they are buying roughly 20 percent of the Federal power today, 
and the rural electrics are buying less than 6 percent. 

Who is being discriminated against? 

It is my opinion that Chairman Hoover himself, biased and preju- 
diced, stacked the Hoover task force personnel, that is, the task force 
on water resources and power. It is my opinion that he knew—-he 
most certainly should have known—that every single person on that 
task-force group was prejudiced against this program. At first they 
were not going to hold public hearings. They finally reconsidered 
and public hearings were held. 
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We went before them and we were treated like the remotest step- 
child. They always heard the power companies first, I believe. They 
certainly did at New York City, where I appeared. They heard the 
power companies most of the day, and along toward the end of the day 
they finally got around to us. I was the first, I believe, of the rural 
electric and public groups to be heard, and they said to me and others, 
“Won’t you please summarize your statement now, as we are running 
short of time? We will give you 15 minutes.” I took a little longer 
than that, in fairness to them. They let me take it; but not much 
longer. 

We did not have an opportunity to present our testimony properly. 
That was about the treatment we got all around the country. 

The questions put to us were loaded. We never got a friendly 
question—not one. The questions were friendly to the power com- 
panies when they appeared, and to groups that appeared friendly to 
them. 

I call your attention to Chairman Adm. Ben Moreell himself. 
Adm. Ben Moreell made a speech on November 10, 1952, before the 
Petroleum Institute in Chicago. He was the chairman of the board of 
Jones & Laughlin Steel. His speech was entitled, “To Communism— 
Via Majority Vote.” I quoted Admiral Moreell’s language at length 
and set out his 10 steps toward communism and listed with some 
emphasis public free education, and listed and commented at some 
length on the income tax, and went on to say or imply—and in my 
opinion he said—that the income tax itself was communistic. The 
implication is that public education is also. That is the Ben Moreell 
whom Chairman Hoover named as chairman of this task force. 

We had a stacked jury from the time we started. 

Mr. Lirscoms. Mr. Chairman. 

Mr. Jones. Yes. 

Mr. Liescoms. Mr. Ellis, do you consider the Commission as such 
is a stacked Commission ¢ 

Mr. Exuis. Oh, no, sir. They are fine commissioners. 

Mr. Liescoms. How do you account for the fact that there were 
actually only four dissents to the Hoover Commission Report on 
Water Resources and Power? 

4 Mr. Extis. How do I account for the fact that there were only 
our? 

Mr. Liescoms. Four dissents out of the entire Commission, which 
you say yourself is not a stacked Commission. 

Mr. Exits. No. I say it was stacked. 

Mr. Lirscoms. The Commission ? 

Mr. Exuis. No. I beg your pardon. The task force was stacked. 

Mr. Liescoms. And the Commission developed their reports and 
recommendations ? 

Mr. Extis. Yes. 

Mr. Lirescomr. And out of that entire Commission there were only 
four dissents. How do you account for that ? 

Mr. Exuis. Mr. Hoover did not name the Commission and I was 
not commenting on the personnel of the Commission; and if I said 
that I want the testimony corrected. 

Mr. Lirscoms. No. I know you didn’t say it but I am wondering. 
You are going back to the task force and I want to bring you back 
to the Commisison report, as far as I am concerned, and find out what 
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your opinion is of the Commission’s report, and why there were 
not more dissents, if everything is wrong with the report that you 
say there is. 

Mr. Extts. Let me comment then some on the Commission. I had 
not intended to do so. 

The Commission itself was stacked, in my opinion. The Com- 
mission was not a bipartisan Commission, as was the first Hoover 
Commission. I do not know and I have no idea why there were not 
more dissents than there were. I was shocked that there were not more 
dissents than there were, but this I believe. The reports are volu- 
minous. The power issue is an intricate and involved one. We cannot 
keep up with the power picture of the United States, we who work 
at it all of the time and do nothing else. I believe that it may be 
possible some of the members of the Commission did not have the 
time. They were busy men, all of them, and it may be possible they 
did not have the time to properly study these reports. I would like 
at least to hope that had they known what some of the propaganda, 
the veiled propaganda, was saying, they would have dissented. More 
of them would have. 

Mr. Lirscomn. In reading the report as a member of the com- 
mittee I have read all of the dissents with interest. James A. Farley 
wrote a dissent. Senator McClellan did not issue one. Therefore, 
T am at a loss to realize why, if the report is as bad as it is, when we 
had such men on the Commission as that, why we did not have more 
dissents. 

Mr. Exxis. Mr. Chairman, with your permission, I would just be 
embarrassed to comment further on the personnel of the Commis- 
sion. My real intent was to comment on the stacked task-force group, 
because there is where we really get down to the real crux of the 
matter and begin to see the motive and the result which they intended 
andachieved. Thatismyopinion. I donot know, Mr. Lipscomb—— 

Mr. Lipscomn. I did not mean to embarrass you and I would not 
press the question any further if you were going to be embarrassed 
about it. 

Mr. Jones. The question, as I understand it, that you directed 
to the witness, is whether or not he can speak for the members of the 
Commission as to why there were not more dissents. It seems to 
me that would be a difficult question for the witness to give an an- 
swer to, on the mental reasoning and logic of those on the Commis- 
sion. 

I understood you were testifying upon the fact that the task- 
force group made public utterances that would indicate that they 
were not free of prejudice prior to their appointment on the task force. 

Mr. Exuis. Right, sir. 

Mr. Jones. Are there any further questions, Mr. Lipscomb? 

Mr. Euxis. I would like to call the committee’s attention to the 
fact that REA was born here in the Tennessee Valley. REA was 
not born in Washington, D. C. The first rural electric cooperative 
was organized in the back of a furniture store here in Corinth, Miss., 
with TVA officials and rural and city people there attending, I am 
told. George Norris, the father of both TVA and, along with Sam 
Rayburn, of REA, stated—and I think Lister Hill was coauthor of 
the TVA bill too along with Norris—he was then in the House—he 
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stated at our first national meeting of our people in St. Louis, Mo., 
in January 1943 if there had not been a TVA there would not have 
been an REA. 

TVA proceeded to organize rural-electric cooperatives here in the 
valley, and it was because of the fine experience and the excellent 
reception and demand for the TVA cooperatives that the President 
of the United States in 1935 set aside relief funds to start the rural 
electric cooperative program outside the TVA. It was because of the 
fine experience that grew out of both the TVA cooperative work and 
the organization of rural electric co-ops under the 1935 grant that 
the Congress of the United States in 1936 passed the Rural Electri- 
fication Act. 

The Hoover Commission Task Force and Commission Report seem 
to assume that if the Federal power program progresses, private power 
will be destroyed. In the first place, in my opinion there is no such 
thing as private power in the United States. The courts have con- 
sistently held, and the legislatures have consistently declared, that 
the so-called private power companies are not that at all; that they 
are public service companies; that they are public service organiza- 
tions; and that they affected with the public interest; and that they 
are given monopolistic and usually franchise privileges as a favorite 
class, and that they are not—the courts have specifically declared that 
they are not free enterprise. 

They who condemn the rural electric cooperatives are not a part 
of the free enterprise system. 

Mr. Jones. Mr. Ellis, does the so-called private utility that obtains 
a franchise obtain the right to exercise eminent domain ? 

Mr. Exuts. Yes, sir. 

Mr. Jones. A public function. 

Mr. Exuts. Yes, sir. 

Mr. Jones. You do not know of any private business that can 
exercise the right of eminent domain; do you? 

Mr. Eris. Well, there may be some under special circumstances, 
but that certainly is not usual with private business. 

Mr. Jones. They would have to obtain their authority from the 
people. 

Mr. Euuis. Right, sir. They obtain many privileges because of 
the fact that they are declared public utilities. They obtain the right 
not only of eminent domain, but to occupy the streets and roads and 
to be subsidized by the use of the streets and roads, for which they 
usually pay nothing. That is just one of the many subsidies which 
the so-called private power companies enjoy. 

By their own statements they occupy approximately an 85-percent 
position in the whole electric industry of the United States, that is, 
in both generation and distribution of electricity. Yet they talk about 
the fear of the Federal power program putting them out of business. 
They never mention the fact that the Federal power agencies are not 
in the distribution business; that they produce power wholesale and 
sell it wholesale, and a good chunk of it to the companies themselves. 

No one I know of in America is advocating total public power, and 
I have never heard anybody—and we attend meetings of our people 
all the time—I have never heard one single person advocate public 
power in America as such. There is only one group that I know of 
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in the United States working for public power, and that is the so- 
called private power companies themselves. 

By the tactics which they are using I think they are working for it, 
and I fear that they might get it if they keep on spending the millions 
which they are spending on propaganda advertising and on lobbying 
and on, we will suspect, through various devices, campaign contribu- 
tions. If they continue their practices—if they continue such as the 
former Secretary Stietenroth of the Mississippi Power & Light Co. 
testified to about the actions of his company before the Langer 
committee—— 

Mr. Jones. The Mississippi Power & Light. 

Mr. Extis. Excuse me. The Mississippi Power & Light—then I 
think they are working very hard toward public power in the United 
States. It was their corruption which brought about the Holding 
Company Act, and the Securities and Exchange Act, and many other 
acts of the State legislatures and in the United States Congress, in 
an effort to clean them up. 

Now another word on the question of subsidy. The very fact that 
they are monopolies gives them a great subsidy, because they have no 
competition, unless they are controlled as well by State commissions 
as they would be by competition, and we do not think that is ever the 
case. We think there is no control except competition. Some States 
do not have State commissions. 

Mr. Jones. What are those States? Texas? 

Mr. Eis. Texas is one; Iowa is another. I will be glad to fill out 
the list. 

Mr. Jonzs. I did not know there were but two that did not have 
them. I understand in Texas that the rates are fixed either by the 
county or the municipality where the utility serves. 

Mr. Exxis. Well, we have a lot of experience in Texas working with 
the power companies. We buy a lot of power from them and we 
think that the rates are controlled, such as they are controlled, more 
by public opinion than anything else, and by the possible threat of 
competition, and by the cities “going municipal,” as we would say. 

The power companies continue through every device to yell about 
subsidy when, as a matter of fact, Mr. Chairman, the power companies 
of the United States have already been subsidized in the accelerated 
tax-amortization program to the extent of free loans in the amount 
of $955 million, which in the long run will amount to subsidies of 
about $3.2 billion, which is more, I believe, than the total investment 
in the Federal power program, and is almost as much as the total 
investment of the United States in the rural-electrification program. 

So that if the Federal Government would wipe out all of its invest- 
ment in the Federal power program it would be subsidizing that only 
to about the extent which it is subsidizing the private power com- 
pares through the accelerated tax-amortization program. You see 
10w ridiculous the power company position is. They are out here 
condemning the building of the comprehensive developments. The 
power companies are propagandizing the American people against 
all of the river development—practically all of it, except in the in- 
stances where they want to build some of the best projects, usually 
low-head dams, when at the same moment they are going before the 
agencies of the Government and asking to be subsidized, and asking 
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that an incentive be provided for them to do that which they ought to 
do anyway. 

Mr. Jonzs. Now, Mr. Ellis, the Federal Power Act has been out- 
standing for a number of years. That gave the private utilities the 
opportunity to petition the Federal Power Commission to give them 
a license for 50 years if they wanted to build those dams. Why have 
they not done it? They cannot say they were denied the right to 
acquire those sites. 

Mr. Eis. For the most part, Mr. Chairman, they cannot do it. 
Only the Federal Government can develop the interstate streams, 
and develop them on a comprehensive basis. The job is too gigantic. 
Flood control is just as important as anything else, and maybe more 
so, in many areas. Power development is important, and navigation 
is important. Often silt control is important, and recreation is im- 
portant. The power companies could not, if they wanted to, provide 
the comprehensive development which is necessary on American 
waterways. 

I have seen the little low-head dams they have built on the Snake 
River, and seen where they propose to build the little low-head dams 
that would destroy Hells Canyon and those with it which are almost 
a mile high and more—the deepest canyon in the northern hemisphere, 
[am told. They propose to build run-of-the-river dams there. 

As you well know, water or anything else that is falling accelerates 
in speed, and in the acceleration it creates more force and energy. 
If you develop the power at three low-head dams that would be as 
high as the high-head dam in total, you still do not get the power. 
Half of that great resource, or nearly so, would be forever lost, and 
the power would be much higher if they proceed as they propose to 
do, rather than to take and destroy that site. 

Dr. Cochran wants to say something. Dr. Cochran, before he came 
with us, was head of the economic section of the Graduate School of 
the University of Oklahoma. 

Mr. Jones. Yes, Doctor. 

Dr. Cocoran. I was just afraid, Mr. Chairman, that because of 
the size of this document someone might miss our table on page 57 
on tax amortization, which we think 1s very important, because the 
charge is brought against the rural electrification program of sub- 
sidy, which was produced by another task force and passed through 
the Hoover Commission. The charges against the power supply to 
3 million of our people constantly harp on this business of subsidy. 
From these figures it will be seen that the private companies have 
already gotten interest-free loans of $900 million, but Clyde’s figures 
showing a total estimated subsidy of $31, billion left out this im- 
portant note: If they will come in and pick up their certificates by 
the Ist of January, or if Mr. Flemming can be persuaded to extend 
the deadline on accelerated tax amortization beyond that time when 
they can come in and pick it up, the program of the ODM will give 
them something like $1.8 billion in interest-free loans and ultimate 
benefits of $614 billion. This would mean, if they do not fail to pick 
up the certificates, that the subsidy given to them in the post-Korean 
period—and these figures do not include subsidies given during World 
War IT, although we do have those also—the subsidies given to them 
in this post-Korean period would be more than equal to the total cost 
of the Federal-power program, plus the total cost of the entire rural- 
electrification program. 
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I do not think that can be called to the people’s attention too often, 
whatever the justification of the subsidy. 

Mr. Jones. Do you enjoy tax amortization in the REA? 

Dr. Cocuran. No,sir. Noone can enjoy it except the private power 
companies. 

Mr. Jones. The tax amortizations are issued to the utilities for con- 
struction of generation projects. 

Dr. Cocuran. All sorts of projects, sir. 

Mr. Jones. And for transmission. 

Dr. Cocuran. Yes, sir. 

Mr. Jones. Is distribution included in the tax amortization ? 

Dr. Cocuran. I think there are some. In general on the tax cer- 
tificates it is not clear, but most of the big grants are for transmission 
and generation. 

Mr. Luirscoms. Do you pay income tax? 

Dr. Cocuran. Yes, sir. 

Mr. Lirscoms. Federal income tax? 

Dr. Cocuran. Yes, sir. 

Mr. Lirscoms. Are you eligible for tax exemption ? 

Dr. Cocuran. No, sir. 

Mr. Lirscomrs. Why not? 

Dr. Cocuran. The Congress has never given citizens, that is, liv- 
ing persons, these kinds of subsidies. It has restricted them to cor- 
porations for some reason. 

Mr. Lirscoms. REA cooperatives are not corporations. 

Dr. Cocuran. But they are not profit corporations. Since they 
raake no profits they pay no Federal income tax. 

Mr. Lirscoms. So you do not pay Federal income tax ? 

Dr. Cocuran. No; because we make no profits. 

Mr. Lirscoms. I thought you just said you paid Federal income 
tax ¢ 

Dr. CocHran. When you asked me I thought you were asking me as 
an individual. 

Mr. Lirscoms. No. I am talking about the cooperatives. I know 
you do. You had better pay it. 

Mr. Jones. I hope there is not a collector of internal revenue about. 

Dr. Cocuran. No. Iam intheclear. I have heard from him, but 
I am in the clear. 

Mr. Larscoms. Co-ops do not pay Federal income tax ? 

Dr. Cocuran. No. 

Mr. Lirscoms. And therefore they are not subject to these tax 
amortization certificates. 

Dr. Cocuran. Therefore they cannot get them. 

Mr. Lirscoms. They cannot get them ¢ 

Dr. Cocuran. That is right. 

Mr. Lirscoms. So that is why the public utilities, supported by 
ston ee, get them, and that is why you do not get them. Is that 
right ¢ 

Dr. Cocnran. Of course, the subsidy in this case, as in the case of 
other industries, is linked to the income tax. 

Mr. Liescoms. That is right. So when you make a statement that 
they get them and you do not it is because you do not pay a Federal 
income tax. 
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Dr. Cocuran. That is because we are nonprofit. Of course, we have 
to be nonprofit because the private utilities, so called, covered all of 
the areas with high density and with good load factors, and just left 
the remote, hilly sections to our cooperatives. They took everything 
that they figured a profit could be made on, and they left the areas 
unserved which they insisted could not be served at a profit. 

Mr. Lirscoms. You would just as soon remain nonprofit ? 

Dr. Cocuran. Our people do not intend to attempt to make a profit 
from their ratepayers. 

Mr. Lapscoms. But if you get under the Federal income tax it 
might necessitate an increase in rates to pay the income tax. _ 

Dr. Cocuran. Precisely, because all of the utility corporations’ 
taxes are paid by the ratepayers. 

Mr. Lirscoms. That is right. 

Dr. Cocuran. Even the Federal Power Commission was willing 
to agree to this, but they insisted that Congress had intended these 
interest-free loans as a subsidy to the stockholders, and they would 
not follow through on what we insisted was their statutory duty; 
they would not insist that the utilities pass these benefits back to 
the ratepayers. 

Mr. Jones Let me question Dr. Cochran along that line to get a 
full understanding of this tax situation, particularly income taxes. 

Doctor, if the private utility goes before the Federal Power Com- 
mission for the purpose of obtaining a rate figure, does the company 
give ad valorem taxes as one of the costs? 

Dr. Cocuran. As a cost of doing business. 

Mr. Jonrs. As a cost of doing business. And then that tax is taken 
into account in fixing the rate to the consumer ? 

Dr. Cocnran. That is right. 

Mr. Jones. Is income tax taken into account in fixing the rate? 

Dr. Cocuran. That is right. 

Mr. Jones. Does it also provide in the rate which is established 
by the Federal Power Commission that the company is entitled to 
a reasonable return on its investment in its business? 

Dr. Cocuran. That is right, sir. 

Mr. Jones. And what percent is that guaranty? 

Dr. Cocuran. It sometimes is not nailed down, but we have gotten 
kind of a varied figure which we bandy around, that they are entitled 
to a 6-percent return. 

Mr. Jones So that the utility company is collecting the ad valorem 
taxes and income taxes that are fixed by the Federal Power Commis- 
sion in making a rate, and the cost of that income tax and that ad 
ralorem tax and all other forms of excise taxes is placed upon the 
consumers who use that electricity. So, after all, a utility is a tax- 
gathering agent of the Federal Government. 

Dr. Cocnran. Yes, sir. And one of these days, Mr. Chairman, 
somebody is going to read the history of the French people before the 
French Revolution. 

Mr. Jones. We have got a lot to read. Let’s not get on to the 
French. You are getting us too far away. 

Dr. Cocnran. I mean on taxing. Tax amortization, when it is 
tied on to Federal income taxes of utilities where we know that they 
are just tax-collecting agencies, is being abused in the same way that 
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the old tax lenders or collectors in feudal Europe abused them a long 
time ago, and we wondered how for about 150 years—— __ 

Mr. Jones. If the utility does not make a lot of money it does not 
pay a lot of income taxes. Is that right? 

Dr. Cocuran. They can quit paying income tax at any time. 

Mr. Liescoms. Is not its theory the same theory that goes all 
through business? If you buy a bottle of milk the taxes imposed on 
the dairy go into the price of the milk you buy. 

Mr. Joners. Oh, yes. 

Mr. Lrescoms. And the utilities are no different than any other 
enterprise. ; 

Mr. Jonrs. It is like going down to a filling station and buying a 
gallon of gasoline. I pay for that gallon of gasoline a Federal tax, 
and I also pay the State tax when I purchase that gallon of gasoline. 
I do not think it would be right for the operator to say he is paying 
that tax. Do you think it would be right for the operator of that 
filling station to be paying the tax ? 

Dr. Cocuran. No, sir. 

Mr. Jones. I am paying the tax. So consequently the operator 
cannot say he is paying so much tax. The tax is assessed on the prod- 
uct he sells and it is based on his profits. It is not based on his tax- 
load. The amount of taxes are fixed for a utility by the taxes im- 
posed by the States and by the Federal taxes which result from the 
profit the utility makes. But that tax on the profit the utility makes 
is used in establishing the rate which it ean charge for the energy that 
is sold by the utility. It would not make any difference whether it 
is a public or private utility. The tax has to be taken into account in 
establishing the rate which the consumer will be charged for service. 

Dr. Cocuran. The essential difference, I think, Mr. Chairman, is 
in a monopolistic industry which enjoys what I shall refer to as 
pseudo-regulation, their ability to fix rates and pass that tax straight 
on to the consumer is clear and legal as a matter of common know]l- 
edge. In a competitive industry like agriculture a man pays income 
tax on his net income only after he has demonstrated his ability to 
justify his business in a very vigorously competitive industry. There 
is a lot of difference between the income tax on the competitive busi- 
nessman and the income tax on a utility with its monopolistic preroga- 
tives of fixing a rate at a level so that the Federal income tax will 
not cut into their net revenues. 

Mr. Liescoms. The tax is always passed on to the ultimate con- 
sumer. 

Dr. Cocuran. In a utility, yes. 

Mr. Lirescoms. In all business. 

Dr. Cocuran. Well, that is not my theory of taxation in a com- 
petitive industry. In a competitive industry I would say it is levied 
on a net return, and it is wp to the individual businessman or farmer 
to make that net return Salen he is subject to it. His ability to pass 
it on to his customers is pretty severely limited. Certainly in the 
short run it is. But with a utility it is automatic. It is just part of 
the same transaction. 

Mr. Exuis. There is one more point I want to make on that. I 
would not want to leave the record to show that we think the com- 
mon stockholders make only this 6 percent on their investment. They 
are entitled to take an overall 6 percent. To the extent to which 
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their capital is drawing or costing them less than 6 percent, as lots 
of the preference stock does, they are, I believe, able to even that 
up and take it. It sometimes runs up toward 20 percent on their 
investment on the common stock and on the controls. 

As you may know, some $2 million is being raised, according to the 
press, for the purpose of propagandizing the Hoover reports into law. 
The Commmittee for the Adoption of the Hoover Commission Re- 
ports is being set up and staffed and has gone to work on the most 
gigantic propaganda campaign since the passage of the Holding Com- 
pany Act, in our opinion. Many of the staff “people who worked on 
these reports have now gone over into the propaganda agency. That 
includes the Chairman, ‘Mr. Hoover himself, who has become Honor- 
ary Chairman, although we expect him to be in action trying to put 
these reports over on “the American people. 

I want to read you, as an indication of what is coming to you as 
Members of Congress, an editorial from the last issue, the October 
17th issue, or at least the last issue I have seen of the Electrical 
World, which is the principal recognized spokesman for the private 
industry among the magazines of “the country. It is short and it 
reads: 

Both as citizens and as electrical utility officials you have a large stake in the 
proposals of the second Hoover Commission Report on Government Reorganiza- 
tion. The proposals incorporate economies for a host of Federal agencies and 
operations. The report also contains some nine recommendations aimed spe- 
cifically at putting Federal power activities on a fairer and sounder basis. 
Support for the proposals is being organized by the Citizens Committee for the 
Hoover Report, with offices in Washington and New York. Considerable work 
has already been done in preparing legislative and executive recommendations 
to be put forward in the next few months. Much is still to be done in preparing 
the testimony to be submitted in connection with the committee recommendations 
To gain the grassroots backing needed, the Citizens Committee is organizing 
State and Federal committees for the purpose of familiarizing more people with 
the purpose of the Hoover Commission’s work. Enthusiastic help in such organ- 
ization is forthcoming from business, civic, labor and other groups. The com- 
mittee is wary of domination by any single busines or other group. 


I guess it would be. 


It needs financial and organizational support, but desires it on a broad basis 
in order to make its pleas more effective in executive and legislative circles. 
But utility men can participate. There is a time element involved. Men 
working at close range on these Hoover proposals feel some of the impact will 
be lost unless recommendations are put before the next session of Congress. 
Publicity and recognition that has been drawn to the Hoover proposals over 
the last few months will help in gaining congressional attention early next 
year. Unless continued pressure is applied, many of the important proposals 
are likely to end up in some Congressional or White House pigeonhole. 

Mr. Lirscoms. Mr. Chairman, I carry no torch for the Hoover 
Commission Report, but do you think it is sinister for a group to 
organize to support their beliefs ? 

Mr. Exuis. No, sir. 

Mr. Lirscome. For instance, since I have been in this section of the 
country I have picked up literature by the Citizens for TVA, solicit- 
ing money and contributions to support the viewpoint of the Citizens 
for TVA, which I think is perfectly all right to do. What is your 
objection? Isit just because they are big, or ‘what is it? 

{r. Exzis. My objection is “this: Here we have public service 
organizations who in my opinion should never be permitted to charge 
the rate payers with millions of dollars of propaganda. That I think 
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is bad in itself. I do not think that the organization as such is bad. 
I think it is bad when it is used to excess. I think it is bad when 
millions of dollars are poured into it by special interests, as I think 
will be done in this case, to buy public opinion. 

The statement which I have submitted to you and which I am mak- 
ing around the country at our regional meetings is almost entirely 
this year on the question of the climate of opinion. I think I have 
pretty well documented the fact that not only are the power companies 
trying to buy public opinion, but that they are doing it. They them- 
selves say that, and they say it can be done. They say in effect it can 
be done, and that it is being done. 

I think that is what they have set out to do here through this Com- 
mittee for the Adoption of the Hoover Reports. 

Mr. Lirscoms. For instance, in your organization, the NRECA, do 
your members contribute for you to put out your side of the story and 
what you believe in and for you to be able to contact your Repre- 
sentatives and Senators and all the rest, and do a good job? 

Mr. Exuis. Yes, sir. They contribute. But it is a pittance by com- 
parison. We do not or we could not pour millions of dollars into cam- 
paigns such as You Were There television show, and the slick- 
magazine ads. I have here a brochure which is put out by the Satur- 
day Evening Post which contains 128 of these ads which they have 
run in the Saturday Evening Post alone. This is the electric com- 

anies of the United States. Down at the bottom it says “Electric 

aight and Power Companies.” It usually says you can get the list by 
writing to them. 

I happened to turn to this one with a map of the United States with 
dots all over it. Let me read you the kind of propaganda they put 
out, and it is the kind of thing they will do with the Hoover Committee, 
I am sure. This is in big letters, and you can see it in this reduced 
form: 

SocIAListic UNITED STATES OF AMERICA 


Would you like to live in a— 


A lot of it is false—absolutely false—that runs through these ads they 
put out, and that they make the rate payers pay for. We have in 1 
year reports of $20 million in advertising which the power companies 
themselves admit to for 1 year to the Federal Power Commission, and 
most of it is propaganda ads. 

Would you like to live in a Socialist America? Most Americans wouldn’t. But 
there is real danger that we will, whether we want it or not. One of the main 
roads to socialism is Government ownership and control of important businesses. 


The electric light and power companies is one, and this map shows how far the 
Government is in it already— 


Now, note how subtly they lead up to some false statements. 


Every white dot, 209 of them on the map, marks an electric powerplant now 
operated or: financed— 


or financed—the REA’s, you see— 
by our Federal Government. 
The rural electrics are privately owned. The cooperative is a private 


organization, and yet they list it here and try to make it look like it is 
a part of the public and the socialistic United States of America. 









Th 


Eve 
expan 
It 
Eng] 
is th 
prese 


cann 

I: 
it wi 
for t 
who 
ads : 
the 4 
and 
proj 
pow 
the 

0} 

ha 
pick 

I 


ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 937 


They go on to say: 


Every black dot shows another Government powerplant which is being built, 
expanded, or proposed. 

It is amusing here that there are a lot of black dots up in New 
England. Show me a Federal powerplant in New England. That 
is the “or proposed,” but it is a part of the false picture which they 
present. They say that there are over 700 places in 44 States and it 
is a long step toward a socialistic United States of America. 

That kind of propaganda advertising and that kind of propaganda 
would destroy America, in my opinion. It is the kind of thing that 
did destroy Germany and Italy and may destroy us some day if we 
cannot call a halt on it somewhere. 

I am sure you have all heard of this pamphlet—and I do not have 
it with me—which Bozell & Jacobs, the big advertising outfit working 
for the power companies, put out a few years ago. They are the ones 
who got up the “You Are There” program and prepared slick page 
ads for the power companies. They made a survey to determine how 
the American people feel about TVA and the Federal power projects 
and concluded that the most of the people are for TVA and the other 
projects, but are against socialism. So Bozell & Jacobs said to the 
power companies—and we have the pamphlet which they sent them— 
the line now henceforth must be that TVA is socialistic, so that the 
people will relate the two—these Federal power projects are socialistic. 

hat is the line, and it was adopted then. The President himself 
picked it up and used it. 

I think we are all more or less subject to the influence of propa- 
ganda. The President used it when he called TVA creeping social- 
ism. Secretary McKay many times has used the line. He used it and 
followed it when he withdrew the Interior Department’s opposition 
to the Hells Canyon Dam site being given away to the Idaho Power 
Company of Maine. 

On August 23 the Interior Department adopted the line pretty fully 
when it issued its new power policy. That was in August of 1953. 
In September 1953 it issued its Missouri marketing criteria, which 
adopted it still further and which turned over and is turning over 
more of the power of the Missouri Basin to the power companies and 
less to the rural electric cooperatives. 

In September 1953, at Fargo, N. Dak., Assistant Secretary of the 
Interior Aandahl adopted the line, and among other things said in his 
opinion that the power rates of Missouri Basin power should be raised. 
Chaivuvan Langer went into the matter at some length and had Mr. 
Aandahl and others there, and as a result of the very great pressure 
the Missouri marketing criteria, section 7, was softened, but it still 
stands as a great step toward the power company line of turning the 
power over to the power companies. 

The Dixon- Yates deal was just another step in that direction. Had 
that been able to stand, many others in addition to that would have 
come. One of the worst examples and most glaring examples of all, 
of how the administration has swallowed the power company line— 
and let me digress to say in my opinion this is not the power-company 
line. It is much more than that. The power companies were pretty 
much pulling away from the old holding company speculators after 
the Hobsons and Insulls back in the twenties and early thirties, but 
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again they have come under the control of speculators. It is the 
speculators of the First Boston Corp. and other eastern financial 
groups that are now again in control of the power companies. 

Time after time we hear, as in the case of the Stietenroth testimony, 
that the orders come down from New York to raise the rates, and to do 
this and that, which is against the people. It is because the speculators 
want absolute monopoly and they want to raise the prices always. 

In Georgia and North Carolina a very serious situation exists, where 
the rural electric co-ops have been trying to buy during every day of 
this administration in both States power from Federal dams. I pref- 
ace that by saying it ought to have been sold to them before this admin- 
istration came into power. It should have been sold to them by the 
other administration, but it was not. 

Mr. Jonrs. You mean Clark Hill? 

Mr. Exuis. Yes,sir. Between Georgia and North Carolina. Power 
from that dam was being requested by the cooperatives in Georgia even 
before this administration came into power, but it was just being put 
into production. There was too much delay. And the same holds 
true for Buggs Island, which is on the border of North Carolina. 
Over in Georgia the rural electric cooperatives have not even gotten a 
decent hearing. Hardly ever are they able to approach the Secretary 
of the Interior or his assistants without having in some way to come up 
against the proposition 

Mr. Jones, Has not Attorney General Brownell made a ruling to the 
Department of the Interior with respect to the sale of the Clark Hill 
energy ? 

Mr.Euuts. Yes, sir. He did it, I believe, about July 15. 

Mr. Jongs. Do you know what the substance of his opinion was? 

Mr. Exuis. Yes, sir. The substance was that the Department of the 
Interior in trying to force on the cooperatives of Georgia the deal it 
was pushing on them, was flouting the will of Congress. That is the 
substance of it and that is what we think also. 

I think this committee has that opinion before it. Is that in your 
record, Mr. Chairman? If not, I think you would like it in the record, 
and if so, we will get it and put it in the record, because Attorney 
General Brownell in an eloquent opinion and a fine statement of the 
law, said very clearly they were flouting the will of Congress, and they 
have been doing it now. 

Mr. Jones. I think that is a matter of record as far as the committee 
is concerned. As I understand it, the Chudoff committee had sub- 
mitted to it that same information which would be available to this 
committee. 

Mr. Liescoms. Mr. Chairman, can we get back to the Hoover Com- 
mission recommendations on this? Our time is getting short. 

Mr. Euis. Yes, Mr. Chairman. I was trying to show you that the 
Hoover Commission recommendations are being put into effect anyway. 

Mr. Jones. Did you hear that telegram I aa 

Mr. Exuis. Yes, sir. 

Mr. Jones. Are you familiar with Circular A-47, which has been 
circularized or which allegedly has been circularized in the Bureau of 
the Budget ? 

Mr. Exuis. I know about it. Yes, sir. Let me give you this exam- 
ple—and, Mr. Lipscomb, I will hurry on. I think this is pertinent 
from our standpoint. 








A 
coop 
the e: 
coop 
offici: 
the v 
lendi 

Bu 
missi 
flout’ 
word 

He 
Cany 
we ne 
Inter 
lines 
engir 
dum} 
Co. 
on th 
becat 
it hol 
bar a 
bills 
law j 

No 
opini 
who « 
eral » 
about 
powe 
of wa 

Ta 
letter 
befor 
form 

The 
palpal 
their 
matel; 

Ty 
veto « 

The 


and v 
use ev 


he m 


the m 
Ameri 
On 
lic ov 
Le 
on th 


Pub 
of thi 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 939 


A few days ago, on October 13, the Federal land bank, a bank for 
cooperatives, and the Production Credit Administration officials of 
the eastern part of the United States, asked four of our rural electric 
cooperatives to meet them in Pennsylvania for a dinner. Two of the 
officials went. The whole evening was spent propagandizing them on 
the value of accepting the Hoover Commission reports. It was not 
lending-agency reports that they were talking about. 

But my point is, the administration is giving us the Hoover Com- 
mission reports now, and in doing so it 1s my opinion In part it 1s 
flouting the will of Congress, to use the Attorney General’s own 
words. That is in my opinion. 

Here is another very brief example of it. Out in Montana the 
Canyon Ferry Dam is being wrecked today. We advocated it because 
we needed the power and have not been able to get the power because 
Interior would not advocate and ask for and build the transmission 
lines necessary for us to get it. Consequently the power that was 
engineered to sell at 5.6 mills, the Bureau rate in that area, is being 
dumped, and has been for more than a year, to the Montana Power 
Co. The Federal Government is losing more than $1 million a year 
on that dam. Somebody has to make it up for them. And all just 
because the power company will not pay any more than that because 
it holds a monopoly position in the area. That is the sale at the bus 
bar as recommended by the Hoover Commission reports. The REA 
bills were introduced, as you know, to put the lending agencies into 
law just before the Congress adjourned. 

Now, back to the reports. What is the motive? The motive, in my 
opinion, is now very clear. It is absolute monopoly. And yet those 
who oppose the actions which we are taking in supporting this Fed- 
eral power program, including Under Secretary Davis, are going 
about this country saying that those of us who do support the Federal 
power program are socialists. And so is Aandahl in a different sort 
of way, who says TVA is socialism. 

I am getting close to the end, but I want to quote you from the last 
letter Thomas Jefferson ever wrote, on June 24, 1826, just a few days 
before he died. He wrote it to Roger C. Weightman, referring to our 
form of Government, where he said: 

The general spread of the light of science has already laid open to view the 
palpable truth, that the mass of mankind has not been born with saddles on 
their backs, nor a favored few booted and spurred, ready to ride them legiti- 
mately, by the grace of God. 

I want to refer you to a veto message of Theodore Roosevelt in his 
veto of the James River bill. He said in that message: 

The great corporations are acting with foresight and singleness of purpose 


and vigor to control the waterpowers of this country. I esteem it my duty to 
use every endeavor to prevent this growing monopoly— 


he means power monopoly— 


the most threatening which has ever appeared, from being fastened upon the 
American people. 
_ One of the things they say is that public ownership is wrong. Pub- 
lic ownership is American as anything else is American. 
Let me read you some of the history, just a couple of paragraphs, 
on the Development of American Waterpower, by Fanning: 


Public ownership and operation of hydroelectric power sites along the rivers 
of this country existed long before the establishment of the United States. 
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The Hoover Commission reports, Mr. Chairman and gentlemen of 
the committee, would destroy the Federal power program of the 
United States. If adopted into law they would destroy TVA; they 
would destroy REA in many sections, and so weaken the rural elec- 
trification program that in my opinion the whole would be destroyed. 

Senator Norris said if it had not been for TVA there would not 
be an REA, and I say if you destroy REA in these sections there 
probably will be no TVA. 

We believe in the free-enterprise system in this country and we 
are against monopoly in any form. 

I want to quote one sentence from a speech that Admiral Moreell 
made recently, on October 21, titled “What Price Public Power,” in 
an address before the Association of Illuminating Companies at 
White Sulphur Springs, W. Va., where he said: 


Specifically with respect to Federal power I believe it promotes the growth of 
the social cancer of avarice in our body politic; that it is a fraud and a de 
lusion fraught with danger to the whole system of free enterprise. 

That is his opinion. It is my opinion that the Moreell task force, 
the task force on water resources and power, was itself a fraud; that 
it was stacked to get the results which it did get. 

My answer to those who would kill these programs is that if 
America’s rural electrification program and the Federal wholesale 
pores program, on which about a third of the rural electric distri- 

ution systems depend for part or all of their supply—if that be 
socialism, then make the most of it. 

Gentlemen, if the Congress of the United States gives us these 
Hoover reports in law, it will give us death. 

Mr. Jones. That you very much, Mr. Ellis and Dr. Cochran. 

Are there any questions? 

(No response. ) 

Mr. Jones. Without objection, the prepared statement of Mr. Ellis 
will be made a part of the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF CLYDE T. ELLIS, GENERAL MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION, WILSON DAM, 
ALA. 


Mr. Chairman and members of the subcommittee, my name is Clyde T. Ellis. 
I am general manager of the National Rural Electric Cooperative Association 
which is the national association of the rural electric systems of this country. 
Over 900 rural electric systems are dues-paying members of our association and 
these member systems serve over 3.5 million farms and other rural establish- 
ments. Our membership is made up entirely of cooperatives and public power 
districts, mostly cooperatives. 

Section I 


Mr. Chairman, the farmers who own their own electric systems are grateful 
to you for the program of hearings you have planned on the Reports of the Task 
Force on Water Resources and Power and the Report of the Hoover Commission 
on Water Resources and Power. We are grateful because the savage and un- 
principled attack these reports make upon the Federal power program and upon 
the rights of our people—indeed of all citizens—who chose to be served by a 
power enterprise not being milked in New York and Boston, must be answered, 
and publicly. 

The Hoover Commission spent $430,000 on the five volumes which make up these 
reports, which is an indication of the importance of this subject to the Commis- 
sion and its Chairman. The rural electrics, the public utility districts, the cities 
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which own their own electric plants—and certainly the personnel of the Federal 
power agencies—cannot hope to raise the money to pour out thousands of pages 
of the true facts to offset the deliberately preconceived dishonest statistics and 
misleading arguments included in these reports. Our only hope is that you and 
the Congress with the aid of the press will help in getting the true story across. 

I would hope, when the Congress reconvenes, that you can secure funds for a 
detailed study of the recommendations of the task force and the Commission 
as regards water resources and power, The monumental brain-washing job which 
Mr. Hoover and his task force members and his staff are attempting cannot be 
offset by your limited staff or voluntary witnesses. 

And we certainly hope that you will not be swayed by arguments that the task 
force reports are not before your committee. The report of the Hoover Commis- 
sion is based upon those task force reports, both in terms of biased facts and 
perverted logic. Your task in exposing these matters must necessarily embrace 
all five documents. 

OUR EARLY CONCERN 


From the very passage of the act establishing the new Hoover Commission, 
we were concerned. The broad language of that act was not accidental; it was 
public knowledge in Washington that Mr. Hoover had chafed under the language 
of the earlier act which limited him and his earlier Commission to making recom- 
mendations to improve the efficiency of the executive branch of the Government. 
We knew that he had already made a public address at the Case Institute in which 
he had urged that a commission be established to investigate the Federal power 
and related programs, with language broad enough to permit him to author a 
“Magna Carta for special privilege.’ (See appendix A of this statement for 
speech by Herbert Hoover, April 11, 1953, before the Case Institute of Technology, 
Cleveland, Ohio.) 

We knew from the attacks upon certain parts of our program in his earlier 
reports what the slant would be if his field were widened. We knew that he 
had vetoed the TVA bill in 1931 denouncing it as “degeneration.” And many 
people remembered that in his Memoirs (p. 174) he had denounced Senators 
Norris, La Follette, and Borah, together with Gifford Pinchot and John Dewey, 
as “exponents” of “socialism,” and we knew that all of these men were great 
names in the war against utility monopoly with the exception of Dewey. (I don’t 
know how John Dewey offended Mr. Hoover.) We also knew that on March 8, 
1928, at the first hearing of the Federal Trade Commission investigation of 
utilities, Chief Counsel Judge Healy had placed in the record as exhibit 65 
a list of the publications of granddaddy of all the monopoly propaganda fronts, 
the National Electric Light Association from 1924 to 1927; and we knew that 
in the years 1924-25 this propaganda front had printed a total of 745,000 copies 
of the addresses of Mr. Hoover, of which 500,000 copies were of the address in 
Madison Square Garden where he attacked Senator Norris and others as creep- 
ing Socialists “who sought to limit and not expand the freedom of men.” 

Knowing all this, once the Commission was established and manned our only 
hope was to be heard by the people. So we immediately asked for public hear- 
ings by the Lending Task Force and the Water Resources and Power Task 
Force. We were denied a hearing before the Lending Task Force, but hearings 
were finally announced on water resources and power. All over the country 
our people asked to be heard. They went to the hearings—and all over the 
country they wrote us that the power company spokesmen were given plenty 
of time to testify and were helped along with leading questions, but that when 
the farmers’ time came, he got a few minutes to summarize what he had to say 
and then was either disregarded or was subjected to loaded questions which 
showed all too clearly the bias and prejudice of the members of the task force. 

I testified in New York. All day the power company spokesmen read long- 
winded denunciations of the Federal power and resource programs, but when 
I spoke I was told to limit myself to a summary and given about 15 minutes. 
The rest of the routine was the same. In the morning there had been friendly, 
leading questions—friendly to the power company spokesmen, that is. For me— 
not as Clyde Ellis, but as the spokesman for 3.5 million rural families—they 
were only unfriendly questions. I have practiced law in my day and seen 
unfriendly juries, but never in my life have I appeared before a jury as obvi- 
ously packed against me as that task force headed by Ex-Admiral Moreell. 

But there was so much in our statement that day, Mr. Chairman, that I would 
like to quote from it. 
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Indeed, my prepared statement today is divided into three sections,’ (1) these 
introductory remarks, (2) quotations from my statement to the task force in 
New York, and (3) comments on the nature of the reports and the impact the 
recommendations will have upon the Nation and the farmers’ electric systems 
if they are adopted. 

My purpose in quoting at length from our statement to the task force is to 
make it clear to you and the Congress that the task force was quite aware of 
our problems and needs but that they saw fit to proceed with their preconceived 
program of crippling or destroying our program. 

In opening our presentation, we «xpressed our concern over the work of the 
task force, touched on the nature of the Commission’s assignment as we saw it, 
and tried to give the background of our viewpoint: 


SecrTion II 


(Following excerpt from NRECA statement to the task force, New York City, 
June 4, 1954:) 

“I am appearing before you because the subject of your investigation, Water 
Resources and Power, is so vital to the welfare of rural people and to the rural 
electric cooperatives and power districts from which over 54 percent of all farm 
families receive their electric service. Our members requested permission to be 
heard by resolution adopted unanimously at our national annual meeting at 
Miami, January 1954. (See exhibit 1.) 


“THE IMPORTANCE OF ABUNDANT SUPPLIES OF LOW-COST ENERGY 


“Rural people and our association are interested in abundant supplies of low- 
cost energy not only because we are immediately affected by supply and price, 
but also because we are quite aware of the importance of an abundant supply of 
electricity as an essential to industrial growth, to reasonable prices of industrial 
products, and to the costs of industries from which we purchase equipment and 
supplies. Moreover, we are quite aware of the absolute necessity for abundant 
supplies of electricity for the protection of the Nation. 

“The primary characteristic of a modern industrial society is that its produc- 
tive processes are dominated by the use of machines powered by inanimate 
energy ; i. e., energy from coal, petroleum, natural gas, and hydro power. (Very 
shortly the principal source of inanimate energy may very well be atomic.) Much 
of this energy reaches the production line and the farm or urban home in the 
form of electricity. 

“One need only look at the Comparison of Gross Inland Consumption of Com- 
mercial Sources of Energy, the United States, and Other Areas, 1950 (see ex- 
hibit 2) to grasp the significance of the use of nonhuman, nonliving sources of 
energy in affecting productivity and levels of living. Since this type of energy 
cannot be consumed by human beings or livestock, it must be fed through ma- 
chines, through mechanical robots in the production process. In our exhibit 3 
we have reproduced for the benefit of the committee a graphic illustration of the 
relationship of people, machines, and energy. 

“Reference is made to these exhibits for the primary purpose of indicating to 
this Commission our understanding of the vital nature of the power aspects of 
your study. Weare aware of the close relationship between the supply of inani- 
mate energy and living levels, productivity, and national security. Toiling as 
farmers do from year to year, no group in this Nation is more conscious of the 
fact that productivity is dependent upon energy input, a point which those less 
close to the productive process may tend to slight in their considerations of the 
basis for decent living and our power to defend ourselves. 

“We have a dual interest in the work of the Commission: (1) The narrow 
interest of our rural electric systems in adequate supplies of power at the lowest 
possible costs and (2) the interest of all Americans in an abundant supply of 
low-cost power. An abundant supply of low-cost power is dictated by the interest 
all Americans have in national defense, national income, sound regional develop- 
ment, expansion of the economy, full employment and levels of living, maximum 
development of resources, expansion of vital industries, the right of communities 
to choose their means of providing electric service, introduction of an element 
of competition into an otherwise monopolistic industry, and stimulation of monop- 
oly to better service, lower costs of operation, and lower rates to consumers. 


1 Secs. 4 and 5 are exhibits. 
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“In most of these areas, there is a community of interest among rural people 
and most of all of the other groups of people in the Nation. There are some areas 
where in the normal course of development and utilization of resources there 
must be both understanding and compromise, as, for instance, between those who 
have an emotional attachment to the remote wilderness areas as contrasted to 
those whose primary interest is in the utilization of water resources of such areas 
for irrigation and power. 


“THE INTEREST OF THE RURAL ELECTRICS IN THE WORK OF THE COMMISSION 


“Many of the areas of your investigation are remote from the interests of the 
rural electric systems and this presentation will be limited to areas of interest 
to us. We hope to touch on all of the areas which are of concern to our people, 
give you our considered viewpoint, and recommend policies to be maintained or 
adopted. 

“Section 1 of the act creating the Commission reads as follows: 

“It is hereby declared to be the policy of Congress to promote economy, effi- 
ciency, and improved service in the transaction of the public business in the 
departments, bureaus, agencies, boards, commissions, offices, independent estab- 
lishments, and instrumentalities of the executive branch of the Government by— 

“*(1) recommending methods and procedures for reducing expenditures 
to the lowest amount consistent with the efficient performance of essential 
services, activities, and functions; 

“*(2) eliminating duplication and overlapping of services, activities, and 
functions ; 

“*(3) consolidating services, activities, and functions of a similar nature; 

“*(4) abolishing services, activities, and functions not necessary to the 
efficient conduct of government ; 

“*(5) eliminating nonessential services, functions, and activities which 
are competitive with private enterprise; 

“*(6) defining responsibilities of officials; and, 

“*(7) relocating agencies now responsible directly to the President in 
departments or other agencies.’ 

“In view of the flood of propaganda which the private power companies have 
poured out in recent years, we are concerned primarily with paragraph 5 of 
section 1. This paragraph “eliminating nonessential services, functions, and 
activities which are competitive with private enterprise” is of interest to us not 
only in the water resources and power field, but in the field of activities of the 
Rural Electrification Administration. We are submitting a statement to the 
Task Force on Lending Activities in regard to REA to which we refer you. We 
would like to say to you directly that we are emphatically opposed to any change 
in the name, organization, operations, policies, procedures, or appropriations 
for REA with one minor exception which relates to the outmoded formula for the 
allocation of loan funds. (See exhibit 4.) 

“We are greatly concerned with the work of the Commission in the field of 
water resources and power because next to the Rural Electrification Adminis- 
tration itself, our people are most concerned with the development of water 
resources and the availability of power at the lowest possible cost from that 
development. Indeed we are interested in the entire Federal power program as 
it relates to resource development; the use of falling water for the generation 
of power; the use of Federal thermal plants for firming; the construction, financ- 
ing, and operation of transmission lines; the preference clause; and all matters 
affecting power rates. 


“THE DEVELOPMENT OF RURAL ELECTRIFICATION AS A FEDERAL-LOCAL PARTNERSHIP 


“Farmers are late comers to the use of electrical energy. Our exhibit 5 is a 
graphic illustration of the tardiness with which central station electric service 
was extended to rural areas. It indicates that the private power companies 
had done little to bring electric service to rural areas prior to the establishment 
of the Rural Electrification Administration in 1935.* Prior to the establishment 
of REA, the power companies had labored and brought forth a mountain of 
propaganda as to why farmers either did not want electric service or could not 
be served on any feasible basis; during the same period the same power com- 
panies had brought electric service to a piddling 10.9 percent of the farmers, and 


2REA was established by Executive order in 1935 and Congress passed the original 
REA Act in 1936. 





944 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


most of those served were either semiurban farmers living on the fringes of 
the cities or were heavy power users in irrigated areas. 

“An examination of the data will make it clear, I am sure, that rural electrifi- 
cation really got underway after the establishment of what the members of our 
association look upon as a great partnership between their National Govern- 
ment and the rural people beginning in 1935. (See exhibit 6.) In that partner- 
ship, the Government supplied low-cost money and technical advisers; the 
Government became the banker and technical adviser, and the farmers became 
the owners and operators of rural electric systems which now bring service to 
close to 4 million farm families and other rural establishments. 

“The success of this partnership, demonstrated to millions of rural people 
over the years, has resulted in achievements unexcelled by any Federal activity 
since the founding of the Republic. Rural people are highly conscious of this 
success and more than a little wary of those propagandists and their financiers 
who have attempted to create in the public mind an antagonism to the Rural 
Electrification Administration, to consumer-owned rural electric systems, to 
anything, in short, except the inevstor-dominated corporations which supply the 
vast majority of the electric power generated and sold in the United States. (See 
exhibit 7.) 


“THE ROLE OF DEMOCRATIC GOVERNMENT IN PROMOTING ECONOMIC PROGRESS 


“Since we are submitting this statement regarding two programs which are 
considered to be controversial, we believe it would be well, at the outset, to sketch 
briefly our view of the role of Government in promotion of economic progress. 
Such a presentation is vital in clarifying our viewpoint and by way of contrast 
with the preconceptions of those people who oppose rural electrification activities 
and the present Federal power program. (See exhibit 8.) 

“We frequently quote from Abraham Lincoln a sentence which we think is 
a fair summary of the attitude of most Americans and particularly farmers as 
regards the proper nature and scope of governmental! activities: 

“*The legitimate object to government is to do for a community of people 
whatever they need to have done, but cannot do at all, or cannot so well do, for 
themselves, in their separate and individual capacities.’ 

“Throughout the history of this Nation, the people acting through the instru- 
mentality of government have had to make decision after decision as to what 
developments were required, the extent to which the community collectively 
should influence such developments, and the method by which such developments 
should be influenced once the initial decision had been made. 


“FREE FARMERS OR SERFDOM ? 


“Originating as our ancestors did in economies dedicated to and dominated 
by feudal institutions, there was certainly a degree of freedom of choice as to 
whether our governments here would bulwark and maintain a feudal system of 
serfdom or would strike out in the direction of a system of free-holding, self- 
governing farmers. The decision was not arrived at some morning at 9 a. m. 
but grew out of a system of trial and error, reflected the abundance of unused 
land available and the scarcity of labor, and was resolved step by step over a 
long period of time—the key to the solution being the various laws making land 
available to individuals first at small cost, and later free. The land settlement 
acts of the States and later the Federal Government were basically responsible 
for the creation of self-governing, freeholders in agriculture. At any given time 
the issue was pretty clear; was the great public domain to be used for the 
development of an economy which promised both economic as well as political 
democracy, or was it to be used to enrich speculators or to perpetuate privilege 
through laws of primogeniture? 


“BUILDING UNITED STATES INDUSTRY 


“One of the earliest problems faced by the people and the leaders of the Nation, 
after the establishment of the Republic was that of maintaining a free nation 
without the existence of industry, of manufacturing. During the 1790’s there 
was much discussion of the desirability and the means of developing an indus- 
trial segment of the economy to balance agriculture and to provide for the 
national defense. Once the decision was reached that some industrialization 
was desirable, but not likely without community action, the question was: 
By what means shall we encourage the development of industry? There were 
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several alternatives open, including reliance upon local and State subsidies to 
manufacturers, Federal subsidies in money or land, or some means of indirect 
subsidy such as a protective tariff. 

“In the course of the following century and a half, United States industry 
enjoyed what has probably been the most gigantic subsidy in the history of the 
world in the form of the protective tariff. It has been an indirect subsidy which 
reduced governmental supervision of the industrial process to a minimum; it 
has been, in effect, a preference clause by means of which domestic industry has 
been given ‘preference’ over industry located outside the national boundaries. 
The costs to the consumer have been staggering; the direct benefits went to a 
few; but the overall aim was achieved, the development of a great industrial 
machine from which benefits would flow to all. 


“ACHIEVING OTHER GOALS 


“In other areas the community, acting collectively through the Government, 
has moved in various ways to achieve essential social goals. Canal and railroad 
builders were given great subsidies in cash and land; the automobile industry 
as we know it was made possible through the public expenditure of many, many 
billions of dollars for highways, bridges, and other facilities essential to the auto- 
mobile industry ; dependence upon private educational facilities was doomed by 
the rise of a public demand for education without regard to ability to pay, and 
more, without regard to the desires of parents as to whether their children 
should be educated well or educated at all. These and an almost inexhaustible 
list of other community decisions and policies could be marshaled to the same 
end, i. e., that the people and their leaders recognize certain essentials that had 
to be secured; that through government, directly or indirectly, the Nation’s 
resources were marshaled to achieve these ends and that the means of marshaling 
the resources show almost endless variation. 


“SOME RECENT FEDERAL INFLUENCES 


“In recent years government, particularly Federal Government, has moved in 
many ways to achieve certain essential ends. In the field of social security, the 
Federal Government has established certain compulsory programs like old- 
age and survivors insurance, but not to the exclusion of private industrial pen- 
sion plans or individual insurance programs providing for old age annuities; in 
the field of unemployment compensation, the program was enacted through the 
States with the club of Federal taxation acting as a primary incentive. In the 
field of hospitalization, the Federal Government has operated on many fronts 
including Federal construction and ownership, grants to non-Federal bodies, loans 
to non-Federal bodies, and other aids. 

“Faced with the failure of private enterprise to bring electricity to the Nation’s 
farms, the Federal Government was pressed for action. 

“The result was the establishment of the Rural Electrification Administration 
to make loans to any group willing to carry out the task and repay the loans 
with interest. By and large private industry not only failed but refused to take 
advantage of either the loan funds or the technical services available through 
REA. As a result almost a thousand cooperatives sprang up to do the job. 

“Faced with the failure of private financiers to provide the capital essential 
to the construction of residential housing, the Federal Government moved on 
several fronts. Some housing has been constructed by Federal agencies. Some 
housing has been constructed by local communities with funds supplied largely 
by the Federal Government. But most of the residential construction resulting 
from Federal action has been carried out with financing secured through mort- 
gages guaranteed by the Federal Housing Administration and the Veterans’ Ad- 
ministration. In these cases, the Federal Government not only assumed the risk 
of lending for housing construction, it assumed this risk without collecting the 
direct benefits. FHA through the Treasury could certainly borrow money and 
lend it to citizens for 2 or 2.25 percent. Instead, FHA guarantees the loans and 
allows private investors to collect 4.5 percent return on the same money. Of 
course there is the insurance provision which ostensibly covers this risk, but 
the insurance provision is security only because everyone knows implicitly that 
behind the insurance program of FHA is the good faith of the Congress and the 
credit of the Nation. FHA and VA are cases where great social benefits in the 
form of millions of houses have been secured through Federal action. There is 
no direct way of measuring the total benefits, to the Nation’s welfare, to the 
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unity and loyalty of the people, to the family owning its own home, or to the 
investors who are the most direct beneficiaries. Suffice it to say that collectively 
we have assumed that this is the proper manner in which to finance most homes, 
and that in the process we have handed private investors many billions of dollars 
of secure and free income. 

“During World War II and the Korean war, the people recognized the neces- 
sity for rapid expansion of industrial plants. Private enterprise abdicated 
responsibility for financing emergency construction. The resuit was decisions 
by the Congress which included Government loans, Government construction and 
accelerated depreciation certificates. The latter proved especially popular and 
were the mainstay in the Korean war. Accelerated depreciation allowances are 
a form of subsidy involving a transfer of funds from the Treasury to private 
industry. Such allowances are in the nature of gifts or interest-free loans— 
depending on the circumstances. The private electric companies have secured 
interest-free loans in excess of $823 million from the Korean war alone. 

“These activities are all extensions of activity in one form or another by 
democratic government. From this viewpoint, in any field, the questions seem 
to be: 

“1. What does the welfare of the people of the Nation, including national de- 
fense needs, indicate is needed over and above what is currently available? 

“2. What are the various means of securing this essential? 

“3. Which of these means shall we use, or which combination of means shall we 
use? And in this respect, presumably, we will use the means which cause the least 
disturbance in the community, cause the least dislocation and bitterness, and 
which will come closest to securing the essential at the least cost to the people. 

“4. What organizational processes are best adapted to the desired program? 

“5. What portion of the community’s resources shall be devoted at any given 
time to securing the essential?” 


Subsequently, we went into the history of governmental actions in 
the power field over the years, a history so pertinent that I beg to be 
permitted to quote further from our statement to the task force. 


(Quotation from NRECA statement to Water Resources and Power Task 
Force, New York City, June 14, 1955:) 


“GOVERNMENT INFLUENCE AND ACTION IN PROVIDING ELECTRIC SUPPLY AND SERVICE 


“Government at all levels has always taken an active part in the affairs of the 
electric industry. There is an intricate network of laws, municipal, district, 
State, and Federal, which reveal the people’s concern with monopoly in this 
industry. These laws relate to franchises, regulatory controls in many forms, 
and local, State, and Federal provisions for public ownership. Since its inception, 
the electric power business has been looked upon as a public business, and all 
levels of Government have acted upon this assumption. 

“By the end of 1882, the birth year of central station electricity, there were 
already in existence four publicly owned electric systems. The number of 
publicly owned systems continued to increase to 1923 when there were more than 
3,000 and then declined to 2,300 by 1927 and to approximately 2,000 in 1951. 
Public ownership is as old as central station service in this country. 

“The decline in local ownership of electric systems is closely related to the 
technology of the industry, as it is closely related to the power supply problems 
of the rural electric systems. It was the increasing efficiency of large scale 
generation, the technical ability to transmit power longer distances with limited 
line losses, and the decreases in cost per kilowatt-hour associated with the 
development of areas or regional power grids which contributed to the decline 
of local public ownership. There is no evidence that this decline in local public 
ownership bore any relation to a change in public sentiment regarding the legiti- 
macy or Americanism of such activity. 

“Indeed the contrary is pretty obvious. As technology placed certain barriers 
in the way of maintaining or increasing local ownership of electric plants, there 
was increasing public concern over the problem of securing abundant supplies of 
power at low rates. This concern with abundant supplies at low cost, with 
efficient development of water resources, with safeguards of all kinds to protect 
the consumer and to protect the Nation against monopoly and scarcity in the 
electric industry runs far back into our national history. 

“President Theodore Roosevelt, in his veto message on the James River bill, 
assumed that it was his duty ‘to use every endeavor to prevent this growing 
(power) monopoly, the most threatening which has ever appeared, from being 
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fastened upon the American people.’ Throughout the years that have followed, 
many leaders of our people have echoed those words and supported them by 
policy and action. 

“The Federal Power Act is written not from the viewpoint that the sole instru- 
ment of economic action in the electric power field should be ‘regulated’ private 
monopoly, but reveals in almost every section a recognition of the public nature 
of the electric business and the necessity for guarding the community against 
private monopoly. 

“The act itself is an evidence of the public nature of the electric industry. 
In its provisions, it assumes that a State or any of its subdivisions may legiti- 
mately engage in developing, transmitting, using, or distributing power. For 
instance, in section 7 (a), it is provided, that in issuing preliminary permits or 
licenses for the development of waterpower resources that The Commission shall 
give preference to applications therefor by States and municipalities.’ 

“The act defines the word municipality as follows: ‘ “Municipality” means any 
city, county, irrigation district, drainage district, or other political subdivision 
or agency of a State competent under the laws thereof to carry on the business 
of developing, transmitting, utilizing, or distributing power.’ 

“Another recognition of the prior right of the people to employ public agencies 
for the development of waterpower resources is found in section 14 where pro- 
vision is made for the recapture by the Federal Government of hydroelectric 
projects at the conclusion of the license period. In section 7 (a) and section 15, 
taken together, there is provision for the right of States and municipalities 
to exercise preference at the termination of a license to a private power company 
provided the Federal Government does not exercise a higher preference. More- 
over, Section 14 provided for Federal, State, or municipal rights to take over any 
licensed project at any time by condemnation proceedings. 

“One other indication that Federal power policy as set forth in the Federal 
Power Act, considers the fostering of nonprofit development to be in the public 
interest is found in section 10 (e) where it is provided that private licensees 
shall make various payments to the Government but which specifically exc:uded 
States and municipalities from such provisions to the extent that power produced 
is sold to the public without profit. 

“After the Federal Power Act there is a long series of acts which clearly in- 
dicate the desirability of fostering public or nonprofit operation of electric 
facilities. 

“The TVA Act provided: 

“Sec. 10. The Board (TVA Board of Directors) is hereby empowered and au- 
thorized to sell the surplus power not used in its operations, and for operation of 
locks and other works generated by it, to States, counties, municipalities, corpora- 
tions, partnerships, or individuals, according to the policies hereinafter set forth; 
and to carry out said authority, the Board is authorized to enter into contracts 
for such sale for a term of not to exceed twenty years, and in the sale of such 
current by the Board it shall give preference to States, counties, municipalities, 
and cooperative organizations of citizens or farmers, not organized or doing 
business for profit, but primarily for the purpose of supplying electricity to its 
own citizens or members. * * *’ 

“Other laws are consistent in the recognition of the advantages of publie 
preference and nonprofit operation of electric facilities. The Bonneville Act 
provides, in section 4 (a), that ‘in order to insure that the facilities for the 
generation of electric energy at the Bonneville project shall be operated for the 
benefit of the general public and particularly of domestic and rural consumers, the 
Administrator shall at all times, in disposing of electric energy generated at said 
project, give preference and priority to public bodies and cooperatives.’ 

“Substantially the same provisions will be found in the Fort Peck Act of 
1938. 

“The Flood Control Act of 1944 extended similar principles to the marketing 
of power from projects controlled by the War Department. 

“And, in 1936, Congress in establishing the Rural Electrification Administration 
provided that the Administrator in making loans should ‘give preference to 
States, Territories, and subdivisions and agencies thereof, municipalities, peoples 
utility districts, cooperative, nonprofit, or limited dividend associations. * * *’ 

“It is perfectly apparent that the American attitude toward the electric power 
industry has always been an antiprivate monopoly attitude, that careful efforts 
have been made to guard the Nation and consumers against private monopoly, 
and equally careful efforts made to promote or maintain sufficient public owner- 


ship and operation or the possibility of public ownership to make such guards 
effective. 
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“The task force and Commission should certainly take cognizance of the 
existing situation in the electric power industry. The most recent Directory 
of Electric and Gas Utilities, issued by the Federal Power Commission for the 
year 1948 shows that electric service in this country is rendered by 858 privately 
owned systems which serve 18,838 communities of more than 250 population; 
there were 2,067 municipally owned systems serving 2,316 such communities; 
73 State and federally owned systems serving 365 communities; and 887 coopera- 
tive systems serving 903 communities and millions of farms. 

“There are State-owned power authorities of one type or another in New 
York, Oklahoma, Arizona, Texas, and South Carolina. 

“In the State of Nebraska, there are no investor-owned profit electric opera- 
tions. The State is served wholly by public or cooperative electric systems, 
including public power districts, municipalities and cooperatives. 

“The Federal Power Commission reports indicate that among the larger 
electric systems (systems with annual operating revenues in excess of $250,000) 
there are 297 investor-owned private systems serving around 38 million customers 
and 296 publicly owned systems serving 3.8 million customers. 

“In addition, the rural electric systems serve approximately 4 million 
customers. 

“There is no support in these figures for any contention that the American 
people consider or have ever considered public, cooperative, or nonprofit owner- 
ship of electric facilities as being something alien to our way of life. Indeed, 
these figures and the mass of law and opinion which could easily be marshaled 
around them indicate that nonprofit public and cooperative ownership of electric 
facilities are as American as ham and eggs. Only recently, as a result of the 
brainwashing drive of the great investor groups and the private electric com- 
panies which they dominate, has any such question been raised to a position of 
dignity in the community. The motives of these groups are simple—the restric- 
tion or elimination of the nonprofit yardstick which is the only competitive 
element in the electric industry. 


“BACKGROUND OF RURAL ELECTRIFICATION PROGRAM AS IT RELATES TO THE WORK 
OF THE COMMISSION 


“The rural electric systems and the many millions of people served by those 
systems are interested in the work of the Commission as a whole both as regards 
the Rural Electrification Administration and the Federal power program. This 
means essentially that we are interested in demonstrating to you, if that is 
necessary, that these programs should be continued on a vigorous basis, 

“With reference to the act establishing the Commission we find that you are 
instructed to study and make recommendations for any desirable changes 
including ** * * elimination of nonessential services, functions, and activities 
which are competitive with private enterprise.’ 

“A commonsense interpretation or rephrasing of this mandate would appear 
to be that the Commission is to recommend the elimination of any services, func- 
tions, and activities of the Federal Government which are competitive with 
private business provided such activities are deemed to be nonessential, non- 
essential presumably to the welfare of the people of the Nation, or provided 
they can be supplied as well by others. 

“Obviously the vast bulk of Federal activities could be construed as ‘com- 
petitive’ with private enterprise whether that activity be agricultural research, 
business statistical publications, the national defense, or other activities. The 
Commission will be faced with the problem in almost every area of activity 
as to whether that activity is essential or nonessential to the welfare of the 
Nation, or to the group receiving the benefits of services or activities. In effect, 
one might say that the Commission is faced with weighing the consequences 
of the withdrawal of the Federal Government in whole or in part from any area 
of Government activity. 

“The basic assumption which apparently underlies this section of the act estab- 
lishing the Commission is that any service, function, or activity of the Federal 
Government which is competitive with private enterprise should be eliminated 
unless there is an overriding social justification for such competition. Pre- 
sumably any recommendation by this Commission for the elimination of any 
Federal activity would rest upon a demonstrable contention that the people will 
suffer no net loss as a result of such elimination. 

“In general ‘competition with private enterprise’ is assumed to be undesirable 
from the standpoint of the public welfare. This basic assumption would have 
general support in the community, but it would also be sharply repudiated by the 
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community on many specific points. It can be truthfully said that there is no 
Federal or public, i. e., governmental activity which is not competitive, directly 
or indirectly, with private enterprise. This is true by virtue of the very exis- 
tence of Government and its historical development.” 

In our hopes of giving the task force a broad view of the problems facing 
them in making recommendations on governmental policies, we touched on the 
nature of private enterprise, monopoly, power company propaganda, and the 
vital importance of maintaining a dynamic Rural Electrification Administration. 
I would like to quote this section to you, particularly in view of the task force 
recommendations on the right and opportunity of the rural electric systems to 
borrow money from REA to build generation and transmission facilities. 

(Quotation from NRECA statement to task force, New York City, June 14, 
1954 :) 

“THE MEANING OF ‘PRIVATE ENTERPRISE’ 


“Private, i. e., individual, enterprise, runs back to the ‘preatomic protoplasmic 
globule’ in a scientific sense. Of late, the term ‘private enterprise’ has a wide 
variety of meanings and usages depending on the propaganda aim in view. 
Basically, in the minds of most Americans the ringing appeal of the phrase 
‘private enterprise’ has its emotional roots in the individual enterprise of the 
family-type farm, the corner grocery or drugstore, and the independent mechanic, 
the shoe repairman, the little shop owner, indeed that vast multiplicity of enter- 
prises which are genuine, individually owned enterprises, small, directly owned 
and operated, competitive, and free. 

“This form of enterprise, however, does not and indeed need not generate a 
flood of self-justifying propaganda. The forces in this country which constantly 
threaten to subvert or destroy the farmer, independent mechanic, and free mer- 
chants are not the government, local, State, or Federal. The battle of genuine 
individual free private enterprise for survival is against the creeping collectivism 
of the corporation giant, be that giant a factory in the field, General Electric, or 
General Motors. 

“It is this latter, it is corporation collectivism which constantly regurgitates 
the slogans sanctifying the very enterprises it has gorged upon. It is the great 
corporation and its fronts—the National Association of Manufacturers (NAM), 
United States Chamber of Commerce (U. 8. C. of C.), National Associated Busi- 
nessmen (NAB), National Tax Equality Association (NTEA), National Associa- 
tion of Electric Companies (NAEC), Electric Companies Advertising Program 
(ECAP), Electric Companies Public Information Program (PIP), et cetera, 
ad nauseam, which spew forth the hysterical cries against its imaginary enemy 
‘creeping socialism.’ 

“In this Nation, historically, individual private enterprise has thrived in all 
areas which it could efficiently inhabit. In areas to which it was adapted, such 
enterprise has been destroyed or reduced to the vanishing point only where the 
great corporation has emerged as the destroyer or collectivizer. In saying this 
we are certainly not condemning corporations as such. The corporation is 
certainly not necessarily evil or destructive in the sense that it invariably reduces 
economic efficiency or reduces individual freedom in the broader sense. We leave 
such loose allegations to the cant and hypocrisy of the paid propagandists of 
creeping corporate collectivism. 

“In a very demonstrable sense ‘private enterprise’ is an omnibus term, embrac- 
ing Farmer Jones with his debt-free machinery and his 100 to 1,000 acres of land 
as well as American Telephone & Telegraph Co. (A. T. & T.), with its million-odd 
‘owners’ and its $11 billion plus in assets, sprawling around the earth with more 
than a half million employees on its payroll. To stretch one little phrase over 
such an area strains the phrase and the understanding of the citizen. 

“What is the common denominator which makes the family farm, the shoe 
repairman, and A. T. & T. all one and the same? Two of the three are small- 
seale, financially hazardous, fiercely competitive enterprises where the vast ma- 
jority of the owners earn little better than a fair or reasonable living. The 
third, A. T. & T., is an immense empire, as financially stable as its monopoly 
privileges are sacred. A great corporation like A. T. & T. is ‘private enterprise’ 
only in the sense that its policies are determined largely by a small group of 
wealthy creditors and the rewards, emoluments and free, i. e., unearned, income 
from its operations, are largely removed from control by citizens at large. 

“The common denominator of Farmer Jones and A. T. & T. is almost wholly 
fictitious, i. e., in the nature of a myth, unfounded in fact. 
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“CORPORATIONS ARE COLLECTIVISTIC INSTITUTIONS 


“The corporation is a creature of the state; it is a collectivistic institution 
long suspected of many evils by the farmer and other free-enterprise groups. 
Writing in the last century, John Stuart Mill, one of the greatest of the capitalist 
economists, had this to say of the corporation: 

“ ‘Whatever, if left to spontaneous agency, can only be done by joint-stock 
associations (corporations) will often be as well and sometimes better done, as 
far as the actual work is concerned by the state. Government management is, 
indeed, proverbially jobbing, careless, and ineffective, but so likewise has gen- 
erally been joint-stock management. The directors of a joint-stock company, it 
is true, are always shareholders; but also the members of a government are in- 
variably taxpayers; and in the case of directors, no more than in that of gov- 
ernments, is their proportional share of the benefits of good management equal 
to the interest they may possibly have in mismanagement, even without reckon- 
ing the interest of their ease. It may be objected that the shareholders, in their 
collective character, exercise a certain control over the directors, and have almost 
always full power to remove them from office. Practically, however, the difficulty 
of exercising this power is found to be so great that it is hardly ever exercised 
except in cases of such flagrantly unskillful, or, at least, unsuccessful, manage- 
ment as would generally produce the ejection from office of managers appointed 
by the government. Against the very ineffectual security afforded by meetings of 
shareholders, and by their individual inspection and inquiries, may be placed 
the greater publicity and more active discussion and comment, to be expected 
in free countries with regard to affairs in which the general government takes 
part. The defects, therefore, of government management do not seem to be 
necessarily much greater, if necessarily greater at all, than those of manage- 
ment by joint stock.’ * 

“Mill’s voice was the legitimate voice of free, competitive, private enterprise. 
To him and to many of those of his school of thought who came after him, the 
great corporation was less desirable than Government ownership. Our _ public 
highways, public schools, and our farflung post-office system are evidenees of 
such thinking. ‘The attitude Mill voiced is even more generally accepted in fields 
of activity where monopoly is the rule, e. g., utilities, bridges, ferries, wharfs, 
and transport. 

“PROPAGANDA PRODUCES CONFUSION 


“The resort to misleading propaganda has been so effective in recent years 
that today most Americans find themselves as disturbed and confused as was 
blind old Isaac. The propaganda voice the people hear is the voice of free, com- 
petitive, private enterprise, but the hand they feel (in their billfold) is the hand 
of corporate collectivism utilizing the devices of monopoly to ambush the loose 
change in the community. This is particularly true in the utility field. 

“Too frequently the Esaus, the legitimate heirs of a free society, have settled for 
a mess of corporate pottage, leaving their heritage to the clever and powerful. 
An overriding instruction of the Congress to this Commission of which you are 
a task force is to examine Federal functions with a critical eye—to examine 
those functions to determine their influence for better or for worse on the public 
welfare. The basic premise of the act creating the Commission is that, other 
things being equal, the Federal Government should not carry on activities ‘com- 
petitive with,’ i. e., destructive to private enterprise. But, ‘other things being 
equal’ will preclude your opposing levee and other strictly flood-control projects 
because the overwhelming weight of the community’s convictions will dictate 
that private individuals with shovels and sandbags, or local governments, are 
not capable of controlling floodwaters of the major rivers. 


“THE ROLE OF REA IS ESSENTIAL TO THE PUBLIC WELFARE 


“REA performs two essential services for the rural people of the Nation: 
It is (1) the banker and (2) the technical adviser to the rural electric systems 
which provide power to over 4 million farm families and rural establishments. 
It could possibly be contended that REA competes with private financing or- 
ganizations and with engineering, management, accounting, power use, and other 
technical consulting firms, but we hope that no responsible person will offer this 
Commission any such contentions. 


8$John Stuart Mill. Principles of Political Economy, pp. 960-961. New York, Long- 
mans, Green & Co., 1923. 
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“REA does not compete with any private enterprise. REA was established 
to lend money and technical advice to any group ready to borrow funds to 
electrify the rural areas of this Nation. It was hoped that the private power 
companies would use these funds and this assistance to do the job and the first 
Administrator spent many months attempting to persuade private enterprise; 
that is, private power companies, to do the job. Virtually none of the commer- 
cial companies ever borrowed REA funds and those which did borrowed very 
little. As of January 31, 1954, REA electric loans approved for commercial 
companies amounted to $9,197,843 out of a total of $2,809,073,494. 

“The job of electrifying the really rural areas of America was done principally 
by farmers’ cooperatives using REA funds and relying on REA for technical 
advice. Today, over 90 percent of all farms have electric power, and we do 
not think anything like this percentage would have been electrified had it not 
been for Federal activity. No responsible person will contend otherwise. 

“The opposition to the Rural Electrification Administration usually stresses 
1 of 2 points: (1) That the job of rural electrification is virtually completed 
and REA can be cut back to a fraction of its present size and its electric loan 
funds slashed ; and (2) that REA should stop lending funds to the rural electrie 
systems and compel the systems to either borrow in the open market or that some 
Federal agency similar to the Federal land bank should be established to ‘get the 
Government out of business,’ i. e., increase interest rates to the farmers. 


“THE JOB OF ELECTRIFYING RURAL AMERICA IS NOT COMPLETED 


“In response to these propaganda arguments we wish to advise the Commission 
that the job of electrifying rural America is not completed. There are still 
almost a half million farm families who live in the age of kerosene, cow chips, and 
firewood. 

“The unserved families are those most difficult to reach with modern electrical 
service either because they are located in thinly settled, mountainous, or swampy 
areas, or because they are located in low-income areas. These families have a 
right to access to modern electric service and the job of electrifying rural 
America will not be completed until the vast majority of them have such access. 
We do not know how many farms can never be reached economically by central 
station service, and we would welcome an objective study of the unelectrified 
farms giving us this information. 

“Moreover, the job of electrifying the farms of the Nation is not complete 
because the rural electric systems are constantly in the process of rebuilding 
and ‘heavying up’ the capacity of their lines to take care of the growing require- 
ments of farms already connected. You can transmit only certain quantities of 
energy and power over a line of given size just as you can pump only so much 
water through a pipe of given size. With the demand for power from our 
systems doubling on the average every 4 to 5 years we have a long way to go 
before requirements for funds for rebuilding and ‘heavying up’ decrease by any 
appreciable amount. These funds must come from REA because there is no 
other practicable source from which such funds can be secured. 


“THERE IS NO PRACTICABLE SUBSTITUTE FOR REA 


“This brings us to the contention that some alternative source of funds should 
be found for the rural electric systems. The Commission undoubtedly realizes 
that the Federal Government holds a 100 percent mortgage on the facilities 
of these systems. Under these circumstances, no private financing organization 
is going to lend funds to our people. Any attempt to finance the systems from 
a Federal land-bank type of organization would result in no savings to the 
Government, but would have the effect of more than doubling interest costs 
to our systems. The Federal land banks, lending upon the most stable of 
securities, agricultural land, and lending only 65 percent of the long-term value 
of such land, still charge 4 and 5 percent as contrasted to the 2 percent charged 
by REA. Any recommendation that REA be converted into such a system is 
a recommendation that the cooperative borrowers sell out to the profit utilities 
or convert themselves into public utility districts in order that they might use 
revenue bond financing. 

“We will discuss the generation and transmission requirements of the rural 
electric system at a later point in this statement. 

“We urge that this Commission recognize the achievements of REA and the 
farmer’s electric systems; that this Commission commend these activities to 
the Congress and urge their strengthening and continuation. 
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“The only basis on which this Commission or any other group can criticize 
the rural-electrification program is on the basis of opposition to even a small 
measure of competition in the electric industry and a desire to destroy the 
rural electric systems. REA as presently constituted is essential to the welfare 
of rural people and the productivity of this Nation and we trust the Commission 
will so find and report.” 

In our statement to the task force, we spelled out in detail the relationship 
of the Federal power program to the rural-electrification program, including a 
discussion of REA loans for generation and transmission facilities, the im- 
portance of the preference or antimonopoly clauses in Federal power laws, 
the nature of the yardstick concept, limitations of public regulation of utilities, 
and the consequent importance of competition in the electric industry (quotation 
from NRECA statement) : 


“THE RURAL ELECTRICS AND THE FEDERAL POWER PROGRAM 


“Over the years the elected leaders of the rural electric systems have taken an 
increasing interest in the Federal power program as it has been operated in the 
past. This increasing interest is not difficult to explain. On the average REA 
borrowers spend 32 percent of their revenues in the purchase of wholesale power. 
Exhibit 9 is a pie chart indicating the relative importance of the cost of whole- 
sale power to our systems. There is a wide variation among the systems on the 
percentage, but this is the national average. Wholesale power cost is the single 
largest item of expense to our systems. As a consequence any activity, any legis- 
lation, any program which bears on wholesale power costs is of vital interest to 
the farmers of this country. 

“Many of our systems purchase their power supply directly from Federal proj- 
ects and others secure the advantages of such power either by contracting to have 
it wheeled to them over profit utility lines, or as a result of the healthy effect 
which the Federal program has had on the wholesale rates of profit utility 
suppliers. 

“THE POSITION OF NRECA ON THE FEDERAL POWER PROGRAM 


“First, I think I should give you the established policy position of this asso- 
ciation as enunciated by the membership in our own statement of Federal power 
policy (exhibit 10) and in supporting resolutions passed by the membership at 
our national annual meetings. Summarized, our formal statement is this: 

“1. We favor a dynamic and flexible Federal policy on resource development. 

“2. We support the established power policy of the United States as enunciated 
by the Congress in act after act since 1906, a policy providing for the develop- 
ment of all feasible, potential hydropower ‘and its sale and delivery at whole- 
sale to load centers at the lowest possible cost consistent with sound business 
principles, first to public bodies and cooperatives and then to others.’ ‘ 

“3. We believe in a coordinated and efficient Federal planning program re- 
sponsible for the ‘* * * preparation of comprehensive plans for the ultimate 
development of the principal river basins * * * as soon as practicable and (that) 
no public or private works should be undertaken which would not be in harmony 
with such plans * * *’ We believe that ‘River development projects undertaken 
by the Federal Government should include optimum benefits of flood control, irri- 
gation, soil and forest conservation, power production, improvements to naviga- 
tion and municipal water supplies, stream pollution abatement, promotion of fish 
and wildlife resources, recreational and cultural facilities, salinity control, etc., 
emphasis to be placed on the development of those benefits which best suit the 
economic needs of the greatest number of people.’ 

“In other words, we believe in the program of river development with empha- 
sis on Federal responsibility for the people’s resources; we believe that Federal 
activities and planning should have central coordination under the general 
guidance of the concept of ‘one-river, one-agency, one-plan.’ We agree with the 
view expressed in the paragraph on page 27 of the Task Force Report on Natural 
Resources (appendix L) of the first Hoover Commission: 

“*A comprehensive program of changes in existing Federal policies, programs, 
and administrative organization is essential to attainment of the objective or 
maximum benefits from water resource development at the lowest possible cost. 
The elements of this program are more adequate basic data programs; enactment 
of a comprehensive, equitable, and financially sound national water policy; the 
unification of responsibility for multiple-purpose river basin development; de- 


All quotations in these 6 points are from exhibit 10 unless otherwise indicated. 
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centralization of administration along river basin lines; and effective review and 
coordination of water development projects in the Executive Office of the 
President.’ 

“4. We believe that ‘power generated from Federal power projects should be 
delivered to load centers and sold at wholesale at the lowest possible rates 
consistent with sound business principles in order to secure for the ultimate 
consumer the benefits of low-cost power’ * * * and that ‘hydropower develop- 
ment should be supplemented with fuel burning powerplants whenever the 
anticipated needs of the area served or whenever optimum utilization of water 
for power productive purposes requires them.’ 

“5. We believe the Federal generation and transmission faciilties should be 
self-liquidating. 

“6. We believe that ‘repayment of costs (of multipurpose projects) should be 
made insofar as practicable by the direct beneficiaries of the respective benefits. 
Subsidies by the Federal Government and sharing of repayment bu. deus as 
between various classes of beneficiaries should be kept to a minimum.’ But, 
‘whenever optimum power development in a river development pruject would 
seem to result in power capacity greatly in excess of present usable demand, 
the cost of developing such excess power capacity should be allocated in some 
measure to national defense. Reserve power capacity is as necessary for na- 
tional defense as any stockpile of a commodity which would be in short supply 
in event of war.’ Actually, we believe that no low-cost power will go unused 
anywhere in the United States, including Alaska. 


“BASIS FOR THE POSITION OF THE RURAL ELECTRICS ON POWER POLICY 


“We have already indicated to you that the cost of wholesale power to 
our systems is, on the average, 32 percent of their annual revenues and 
this alone is justification for the interest we have in the Federal power 
program. There are other important factors, however, of which we think 
the Commission should be cognizant. 

“In the early days of our program many private power companies refused 
to make wholesale power available on any terms, either because they were 
opposed to the program, because they did not have the capacity available, 
or for whatever other reasons. In other cases the power companies offered 
wholesale power at such exorbitant rates that the cooperatives could not 
start construction because the systems were simply not economically feasible 
with such high wholesale rates. Many of our systems were delayed for long 
periods of time because the private monopoly of power supply was rigged 
against them. Our experience in dealing with private monopoly in the field 
of power supply has been long and bitter. The experience has not been 
uniform or universal with the companies but the exceptions have been in the 
minority. 

“Faced with refusals to supply adequate quantities at reasonable costs our 
systems in many areas had only two alternatives: They could build their 
own generation and transmission facilities or fall back on existing or 
potential supply from municipal, or Federal agencies. 


“REA GENERATION AND TRANSMISSION LOANS 


“Our generation and transmission program has always been the most 
controversial part of the REA program. This is true for a number of reasons: 
In the first place, it has been one of our key bargaining weapons, and in 
many areas our only bargaining weapon with the profit utilities in getting 
power supply and in getting rates down to a reasonable level. Under the 
interpretation of the REA act a rural electric system or a federation of systems 
could secure REA loans for generation only if they could establish that 
there was no adequqagte supnly of power available, or if they could demonstrate 
a saving as a result of self-generations, as a result, in areas where Federal 
power supply has not been available our systems have used or threatened 
to use the right to borrow funds for self-generation many times. The results 
have been salutary. In areas where supply could not be secured and where 
no profit company was willing to undertake the construction of additional 
facilities, our systems have built their own generating plants. In other areas 
where profit power wholesale rates were unreasonable the threat to generate 
has had a very healthy effect on wholesale rates. They have been reduced, 
almost without exception (exhibit 11). 





954 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


“We used 12.1 billion kilowatt hours of energy in fiscal 1953 compared to 
just over 1 billion in 1942 and 11.5 billion in 1952. Our total load, over 
the country as a whole, grew about 15 percent in fiscal 1953. Our total 
power requirements cost us over $97 million for fiscal 1953. Commercial 
companies furnished 49 percent and the Federal Government furnished 29 
percent of our fiscal 1953 needs. We generated only 14 percent of our total 
requirements. 

“By the very nature of the power industry, however, our right to generate 
when we cannot integrate with other power sources, Federal, municipal or 
private, is usable only where the profit companies’ demands are extortionate. 
The nature of the power industry is that large-scale generation is greatly 
superior in overall efficiency to smaller units. This places a real handicap on our 
systems, all of which are relatively small. In addition, there are great economies 
to be secured from area or regional integration of facilities because the better 
balanced loads resulting from such integration greatly reduce costs per kilo- 
watt. Our strictly local systems find this an additional obstacle to getting their 
own generation costs down except where they can integrate with other systems 
on favorable terms. 

“Despite the limitations on the economic possibilities of self-generation, the 
right to generate and transmit their own power, and the opportunity to borrow 
funds for that purpose have been absolutely essential to our program. 

“The Federal power program itself has been of tremendous assistance to our 
systems in their establishment, growth, and survival. Wherever we have been 
able to tie into Federal generation projects, directly over publicly owned trans- 
mission lines, or indirectly with reasonable wheeling charges over private lines, 
our systems have benefited greatly. Indeed, many of the sparsely settled or 
low-income areas simply could not have established systems approaching their 
present size and soundness had it not been for the availability of Federal power. 
The financial feasibility of many of our generation and transmission loans in 
recent years was achieved through integration with Federal projects. 


THE PREFERENCE CLAUSE 


“The key factor in the Federal power program insofar as it has been beneficial 


to the farmers’ electric systems is the preference clause, the clause which pro- 
vides that preference in the sale of federally.generated power shall be given to 
nonprofit bodies including cooperatives.” The preference clause is the ‘homestead 
act’ of the rural electric systems, giving them access to the public domain of 
Federal power instead of leaving that power to be grabbed by the great private 
corporations. 

“But the preference clause is relatively meaningless in most areas without the 
transmission lines, or the possibility of building them, to bring the wholesale 
power to our load centers. This is true because if the Federal Government cannot 
build transmission lines there are few of our cooperatives or power districts 
which can get access to Federal power. If the rural electrics cannot afford, or if 
State regulatory commissions will not permit them to build into the bus bar for 
power, it must be brought to them either by the Federal Government over self- 
liquidating transmission lines or by private companies over their own lines. 

“We sympathize with those who urge as a general principle that if a private 
company can or will build the lines the Federal Government should not do so. 
3ut we sympathize with them only as a matter of principle because our experi- 
ence has been that once Federal transmission from a project has been barred, the 
cooperatives lose all or part of the benefits of power from the project, or are 
subjected to endless court fights to prevent the loss. 

“T refer you to our experience in the Southwest where the Congress denied 
SPA the funds necessary to transmit power to our systems. The Southwest- 
ern Power Administration since 1945 has marketed the power from a number of 
dams in the Southwest. Water flow in the area is highly erratic and SPA not 
only requested funds for transmission but also for funds to firm up the hydro 
power being produced. The Congress refused adequate funds for either pur- 
pose. As a result, our cooperatives, in order to secure the benefits of Federal 
investment, secure power at a reasonable figure, and secure a source of power 


5The preference principle has been embodied by the Congress in a number of acts over 
the past 48 years (Reclamation Act of 1906, Raker Act of 1913, Federal Water Power 
Act of 1920, Boulder Canyon Act of 1928, Tennessee Valley Authority Act of 1933, Rural 
Electrification Act of 1936. Bonneville Act of 1937, Fort Peck Act of 1938, Reclamation 
Act of 1939, Flood Control Act of 1944). As this statement was prepared. preference 
cenaunee is also contained in the Falcon Dam bill (S. 3090, H. R. 8328) pending before 
the Congress. 
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on which they could depend, entered into contracts with SPA under which SPA 
would lease and operate high voltage transmission lines constructed by the 
cooperatives and exchange Government hydro power for cooperative steam power 
to their mutual advantage. I want to repeat that this complicated arrange- 
ment grew out of the refusal of the Congress to authorize transmission lines and 
thermal firming capacity, and the co-ops set out to protect their rights to Federal 
hydro output. 

“To make a long story short, 10 power companies attacked the validity of 
the contracts—obviously seeking to hog SPA power for themselves and objecting 
to any arrangement which would prevent them from doing so. The validity of 
the contracts was sustained in Federal district court and the power companies 
have appealed. In the meantime a congressional committee report has in- 
structed the Department of Interior not to abide by the contracts between SPA 
and the cooperatives, an instruction which was held by a Federal district court 
to be not legally binding on the Secretary of Interior. As a result, the genera- 
tion and transmission cooperatives in the Southwest with $75-million invested 
in an effort to secure low-cost power and protect their preference rights are 
facing bankruptcy and greatly increased rates. 

“This is a case where the failure to make the preference right real by Federal 
action has led to endless expense to the farmers and the Government, and the 
only possible benefits are those which may flow to the monopolistic power com- 
panies fighting even a small measure of competition. 

“T would also like to refer you to the situation in Georgia as an illustration 
of the struggle over the preference rights of the farmers’ cooperatives. The 
Congress authorized and appropriated funds for the construction of Clark Hill 
Dam on the Savannah River between Georgia and South Carolina. For a year 
now the South Carolina share of the power has been in use by preference cus- 
tomers in that State because the South Carolina Public Service Authority. and 
the Greenwood County Electric Power Commission which purchased a Federal 
transmission line have been carrying the power to preference customers includ: 
ing our Co-ops. 

“If Federal transmission lines were available in the Southwest or in Georgia, 
these situations would never have arisen. As it is, in the Southwest, the 
Secretary of Interior can proceed with preexisting arrangements with the coop- 
eratives, but he has refused to do so even in the face of a Federal court decision 
holding that he is in violation of the law in not abiding by the contracts. In 
Georgia, the situation could be resolved if the Secretary of Interior would sign 
a contract with the rural electric cooperatives, or if he were willing to tell 
the Georgia Power Co. that if that company would not wheel for the account 
of the Government the Secretary would recommend that the Congress make 
funds available for Federal transmission lines. 

“The Georgia share of the power has been going to the Georgia Power Co. 
because the Congress failed to appropriate funds for transmission facilities, the 
cooperatives have no such facilities, and the Georgia Power Co. arrogantly refuses 
to wheel power from Clark Hill to the cooperatives for the account of the 
Government. 

“It appears that our systems are faced with a long, expensive, bitter court fight 
to make their preference right real. This is a practicable result of the failure 
of the Congress to either build self-liquidating Federal transmission lines or to 
use the threat to do so to force a power company to abide by the law. 

“The preference right is virtually meaningless if the Congress fails to make 
funds available for transmission to the load centers of the preference customers, 


“PREFERENCE AND TIE YARDSTICK 


“This brings us to one of the key points in the Federal power program, the 
concept and benefits of the ‘yardstick’ of competition involving the partnership 
between local nonprofit distributors and the Federal Government. The concept 
of the ‘yardstick’ is a concept designed to bring competitive pressures to bear 
in an industry otherwise monopolistic. 

“Traditionally our society has had a strong bias against private monopoly in 
any form and the common law as well as the statute books and judicial decisions 
bristle with the hostility of a free people to private monopoly. Throughout the 
last several hundred years, however, the legislatures and the courts have made 
limited exceptions to the general rule against private monopoly. It has been 
believed by some that in certain areas of activity monopoly was more efficient, 
that is, less costly than competition. The electric industry is one of those excep- 
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tions and virtually every power company is a local, area or regional monopoly 
and legally so under the laws of the land. The legality of this monopoly status, 
however, has always been premised upon the assumption that prices and service 
would be subject to publie regulation, local, State, or national. 


“THREE ASPECTS OF REGULATION 


“For some years now the persistent propaganda line of the private power 
companies has been that the Federal-local partnership which has provided the 
only effective competition in the electric industry is not necessary to protect 
electric consumers and is, instead, destructive of private enterprise. The al- 
ternative offered consumers, including the rural electric systems, by the power 
companies is ‘regulated private monopoly.’ This task force and the Commis- 
sion will certainly be confronted with these arguments, and for this reason we 
offer the following comments on utility regulation. 

“There are three aspects of the regulation of electric utilities which call for 
comment. Some regulation is intended as protection to investors alone, for 
instance, regulation relating to the issuance of securities. Other regulation is 
intended to benefit both investor and consumer, for instance, the issuance of 
monopoly franchises. In general we believe that the present regulatory system 
of the country has done much to increase the security and protect the income of 
investors. This aspect of regulation seems to have met with reasonable success. 
The wholesale looting of investors by electric companies seems to be a thing of 
the past. 

“Another aspect of regulation is the area of price or rate controls. Ostensibly 
utility rate regulation is designed to protect the consumer against exploitation 
by monopoly. To facilitate rate regulation we have established State and 
Federal systems of uniform accounting and other measures. The private com- 
panies hail such regulation as successful, and in contrast with their earlier 
bitter opposition, now insist that regulation is good and offers adequate protec- 
tion to the consumer. 

“Our systems know by experience that such regulation is highly ineffective 
and frequently detrimental to the interests of electric consumers. It is impos- 
sible for us to go into the causes of the failure of regulation here in great detail, 
but it is common knowledge among our people that reorganization of electric 
companies has successfully removed most of them from effective Federal regu- 
lation, assuming we had a Federal Power Commission interested in effective 
regulation. (See exhibit 24.) State commissions are and have always been 
ineffective in regulation because of the complexity of the companies, the fluidity 
they enjoy in corporate organization and practices, the limited budgets of State 
commissions, the constant temptation for underpaid public servants to go over 
to the private companies as employees, the slowness with which rate cases move 
through the courts and many other reasons. 

“Our people simply do not bank on rate regulation by commissions and do 
not believe that other consumers are justified in any faith in regulation to guar- 
antee them abundant supplies of power at low cost. Our systems are forced to 
use a bargaining stick to achieve decent rates. It is our considered opinion 
that electric utility rate regulation has done little or nothing for the electric 
consumer, rural or urban. 

“There is a third aspect of the utility industry which regulation cannot touch. 
That is the problem of a dynamic rate policy. Even if investor protection and 
protection of consumers through rate regulation were perfect, that would not 
guarantee an abundance of low-cost electric power because of the nature of 
monopoly, wherever it appears. 

“It is common knowledge in this country that one of the basic sources of 
our productivity and the level of living of our citizens is that American industry 
has learned that it is in the interest of business as well as the public welfare to 
produce larger quantities of goods on the basis of smaller margins of profit on 
each item. In other words, competitive industry in this country has relied on 
large volume and small markups per unit to maintain profits and at the same 
time give the blessings of modern technology to our people. Once such practices 
get abroad in a competitive industry, the most aggressive of the firms forces 
the others to fall in line. 

“In a monopoly industry, the same factors are not at work. It is the very 
nature of monopoly to restrict output, to ‘play it safe,’ and rely on high prices 
per unit to maintain the income of managers and investors. No matter how 
social minded the manager of a monopolistic industry or company may be, he 
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is constantly tempted and constantly under pressure to ‘play it safe’ and main- 
tain high prices with consequent smaller sales. These reduced sales are an 
effective force in reducing the standard of living of the consumer and reducing 
the Nation’s military potential. 

“The only force with which to counter this tendency is an element of com- 
petition in the electric industry. We have found no substitute for competition 
in pushing down costs of operation, reducing electric rates, and raising the level 
of living of people. 

“THE YARDSTCK IS COMPETITION 


“The most vital role played by the Federal power program in recent decades 
has been that of serving as a yardstick, as a competitive force in this otherwise 
monopolistic industry. Admittedly some large municipal systems like Los An- 
geles, Seattle, and Takoma were yardsticks in themselves and had a great and 
healthy influence on the industry. But it was with the coming of large-scale 
Federal generation and transmission and retail sales through municipalities, 
public power districts, and cooperatives that almost nationwide competitive pres- 
sure was introduced into this industry. Competition in the electric industry 
came, in other words, with the establishment of a partnership between nonprofit 
large-scale Federal wholesale generation and transmission and nonprofit local 
municipal, power district, and cooperative retailing. It is this partnership which 
has been largely responsible for the sharp decline in electric rates in the last 
20 years. It is this partnership which is under heavy attack by the investor 
groups and their residential agents who manage the power companies. It is this 
partnership against which many hundreds of millions of dollars have been hurled 
in one of the greates propaganda campaigns in the history of the world. It is to 
destroy this partnership that the advisors of Secretary McKay devised the phony 
partnership of the Federal Government and investor groups which has been 
peddied up and down the land for a year and a half. And it is for this part- 
nership between the people’s Federal Government and the people's local, nonprofit 
power systems that we are appearing here today and for which we propose to 
fight against all odds. 

“FARMERS CAN SEE 


“Farmers need not read lengthy economic tomes or consult rate experts to 
know the value of the partnership we are defending against private monopoly. 
All they need to do is look at a map of the United States which shows the whole- 
sale power rates by States paid by the rural electric systems. (See exhibit 12.) 
All a farmer need do is place a finger on TVA or Bonneville and look at the 
steady increase in prices of wholesale electric power as the eye moves away 
from these great projects, as distance increases between the yardsticks and the 
consumer. 

“We have here a map showing the level of wholesale power rates to our people 
in concentric circles around the great yardstick projects. (See exhibit 13.) Of 
course, the farmers are not the only beneficiaries of the yardsticks, but farmers 
are most conscious of the problem because electricity did not ‘come’ to them— 
they fought to bring it to themselves. Indeed, all Americans have benefited 
from the yardstick established by the Federal-local partnership because this 
competitive influence has driven rates down in all adjacent areas. When we 
say ‘all Americans,’ we include the owners of the so-called investor-owned, 
business-managed, taxpaying, propaganda-spreading monopolistic private com- 
panies. We have included an exhibit for you (see exhibit 14) showing the 
profits made by all electric utility companies in the country in recent years com- 
pared to the profits made by the companies surrounding TVA and subject to what 
the companies call the ‘subsidized,’ unfair competition and ‘creeping socialism’ of 
that great yardstick. What do we find? We find that the influence of TVA 
example and competition was sufficient to overcome the lack of vision and enter- 
prise of the surrounding companies, forcing them to lower their rates and thus 
enabling them to earn even greater profits through increased sales. 


“THERE IS NO SUBSTITUTE FOR COMPETITION 


“There is no system of regulation which would have achieved this end. There 
is no substitute for competition to bring the price of a product down and the 
total output up. The electric industry is no exception.” 

Later in our statement to the task force, we tried to give them a balanced 
picture of the propaganda campaign under way to raise electric rates by crippling 
or destroying all competition in the electric industry (quotation from NRECA 
statement) : 
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“THE ATTACKS UPON THE YARDSTICK AND COMPETITION IN THE ELECTRIC INDUSTRY 


“Farmers are well aware of the attacks upon the Federal power program, 
upon the yardstick. They could not be otherwise unless they were blind and 
deaf. For over two decades now the ‘Park Avenue Socialists,’ the champions 
of corporate collectivism, have drummed into the ears of the American people 
an endless bombardment of lies, half truths, misleading, and destructive slogans 
conjured up by some of the ablest minds among all the high-pressure propagan- 
dists. The nature of the lies have changed from time to time, the songbirds 
have been placed in different cages, but the basic aim has never varied—to destroy 
every semblance of competition in the electric industry and turn the welfare of 
the electric consumer as well as the progress and safety of the Nation over to 
the men of little vision who manipulate the resident-agent puppet strings from 
New York City, demanding even more monopoly. 


“THE ORIGIN OF ‘CREEPING SOCIALISM’ 


“Their key phrase in recent years has been ‘creeping socialism’ because the 
propagandists discovered that the American people approved of the TVA con- 
cept, of the yardstick concept, but did not approve of socialism. The power 
companies then proceeded to paint a dreadful picture of what would happen if 
TVA ‘went on creeping.’ This magnificently financed campaign, joined in by 
many respectable people, has been the backdrop against which the less strring 
slogans have been paraded. 

“Suddenly the electric industry became a taxpaying industry and very proud 
of all the taxes it paid which it could not evade through depreciation allowances, 
plush expense accounts, batteries of attorneys on fee, accelerated depreciation 
certificates, and fat contributions to countless front organizations. The one 
thing the propaganda never brings out is that the taxes are first collected from 
the electric consumer and then passed on to the Government provided no means 
had been found in the interim to enable the companies to hang on to them. The 
taxes they really boast about are the income taxes they pay on the profits they 
make off the people. The bigger the profits the bigger the taxes. We have yet 
to see an advertisement in which a private company beat its breast over the 
success of the electric companies in getting interest-free loans from the Treasury, 
in the form of accelerated depreciation certificates, in the post-Korean period 
of over $823 million and ultimate benefits of approximately $2.8 billion. It is 
not difficult to understand their lack of pride in this achievement because the 
interest-free loan had first been collected from electric consumers to pay taxes 
and had then been tucked quietly away in the vault or distributed as profits. 

“We would like to call to your attention, gentlemen, that the private electrie 
companies have already secured interest-free loans in the form of accelerated 
depreciation certificates from which the ultimate benefits will amount to almost 
$1 billion more than the total cost of the entire Federal power program and more 
than the total amount of all REA loans outstanding to all of the rural electric 
systems in the Nation. 

“Who is subsidized and who is tax paying? 

“This statement is not the proper place for an effort to refute the endless lies 
and half lies and false impressions being peddled to the American people by the 
investor-owned electric companies, at the ratepayers’ expense. We will let the 
matter rest until some congressional committee with the staff and funds can 
have the opportunity to reveal the campaign in all its naked ugliness and 
dishonesty.” 

And we concluded our statement with a plea for maintenance of certain prin- 
ciples and practices in the electric field as well as recommendations for certain 
actions and improvements in policy. 


“SUMMARY 


“We contend that it is a democratic right and sound economics to enable the 
people to develop their resources, including power, on a public or nonprofit basis 
making possible low fixed charges, amortization of indebtedness, and freedom 
from the added burden of taxes on profits. This is true where municipal, county, 
State, or cooperative enterprise is involved and equally true where the magni- 
tude or character of the activity requires Federal participation. 

“Where development and use of resources is undertaken on a public basis, the 
criteria of private financing need not apply ; social values for which no reimburse- 
ment is required may be considered in the determination of economic feasibility 
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and allocations of cost among functions of multipurpose projects may be made 
in terms of the purposes to be served. 

“Public expenditures on resources programs should be stated separately as a 
public-investment budget. Such public investment should be a relatively stable 
factor in the total national investment, geared to meeting the needs for soil 
conservation, reforestation, pollution control, flood control, reclamation of land, 
recreational opportunity, and public power supply rather than to theoretical 
budget balancing. As such it would become a dynamic and stabilizing factor 
in the national economy. 

“In making recommendations to the Congress we hope the Commission will 
think in terms of existing policies and functions toe be preserved and that it will 
include among them the following: 


“Policies and functions which should be preserved 

“Federal policies and functions in the field of resources development, with 
special reference to power, which should be preserved might be briefly sum- 
marized as follows: 

“(1) We urge continued Federal multiple-purpose development of the water 
and related land resources of river basins for soil conservation, improved fores- 
tation, flood control, water supply, pollution control, irrigation, navigation, hy- 
droelectric power, enhancement of wildlife, and recreation. (See exhibits 15, 16, 
and 22.) 

“(2) We urge continued marketing of hydroelectric energy from such programs 
in a manner best designed to assure the most widespread use at the lowest possible 
rates consistent with payment of all costs properly allocated to power. The plan- 
ning, construction, and operation of projects, and the marketing of power from 
projects should be designed to achieve maximum efficiency, i. e., to most power at 
the lowest cost. (See exhibit 17.) 

“(3) To give effect to the above policy, we urge the construction of transmis- 
sion lines and steam stations where necessary. (See exhibit 17.) 

“(4) Federal loans and technical assistance for the expansion of rural electric 
cooperative systems and rural power districts, including, where necessary, to 
correct monopoly power-supply situations, the construction and operation by such 
systems of their own generation and transmission facilities. (See exhibit 18.) 

“(5) We urge the continuation of the Tennessee Valley Authority as presently 
organized and operated with adequate funds for expansion of power supply to 
meet the nedes of existing customers, including Federal military installations, 
(See exhibit 19.) 

“(6) We urge the maintenance and strengthening of the preference rights of 
nonprofit electric systems to first call on all federally generated power as essen- 
tial to the promotion of rural electrification and the maintenance of a yardstick 
of competition in the electric industry. All Federal power should be available 
to preference customers at all times, giving consideration to the necessity for due 
and legal notice to nonpreference users. (See exhibits 16, 17, 20, and 23.) 


“Recommendations for improvement in performance 


“Thsee policies and functions could be more efficiently and economically carried 
out by adoption of the following recommendations: 

“(1) Substitution of single basin or regional Federal agencies having unified 
responsibility for the resource programs of given natural areas, in place of the 
divided responsibility represented by agency setup. Such agencies should be 
public corporations authorized to plan and carry out comprehensive water- and 
land-resources programs, as well as provide leadership in research and planning 
directed at more efficient utilization of other regional resources, all in cooperation 
with State and local agencies, including private enterprise. The objective of 
each such regional agency should be conservation of resources and wider economic 
opportunity. 

“(2) Provision for performance of the developmental work of such agencies 
to the greatest possible extent by force account, rather than on a contractual basis. 
This should include provision for financing which will facilitate progress of 
projects in accordance with construction schedules designed to make the best 
possible use of equipment, personnel, and all overhead items. 

“(3) Vesting in such agencies of complete control of all future construction 
works involving major uses of the water resources, whether by State, local, or 
private agencies. The principle should be 1 river, 1 agency, 1 program. 
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“Recommendations for new policies and functions 

“New policies and functions for Federal participation in the Nation’s electric 
power supply should include: 

“(1) Federal investigation and planning to provide for future power supply 
in abundance at low cost through providing very large-scale regional transinis- 
sion grids integrating power production from hydroelectric developments, steam- 
generating stations located close to large coal and lignite fields, atomic power- 
plants, and possibly wind power. 

“(2) Federal provision for carrying out the program formulated through such 
investigation, including construction of large Federal atomic-power stations to 
supply public and rural electric cooperative systems, particularly in those regions 
where opportunity for public hydro are lacking. 

“(3) Federal prohibition of the use of ratepayers funds to spread propaganda 
against competition in the utility industry or to influence elections. (See exhibit 
21.) 

“(4) Consideration of a policy of limiting Federal corporation taxes on pri- 
vate power companies to that portion of net income in excess of a fair return 
on a net investment rate base.” 

Mr. Chairman, I would like to read to you our concluding recommendations to 
the task force: 

“It is our sincere hope that this task force in its report and that the Commis- 
sion in its report will bring to bear upon this vital area the best intelligence in 
the land. The composition of both the task force and the Commission raise some 
doubts as to the objectivity of both groups, but we are hoping that the men on 
both levels can and will lift themselves above the preconceptions which their 
positions and associations would lead us to believe they bring to this task. 

“If the Commission brings to the Congress findings of fact and legislative 
recommendations designed to promote an abundance of electric energy at the 
lowest possible cost; if the Commission makes recommendations designed to 
make Federal resource development more efficient, better organized and less 
costly; if, in short, the Commission’s report reflects the interest of all of the 
people, the farmers of the country will be among its strongest supporters. 

“But if the Commission brings to the Congress recommendations designed to 
promote monopoly and scarcity and high cost energy; if the recommendations 
contemplate the weakening or destruction of competition in the electric industry, 
including the destruction of the rural electric systems; if the recommendations 
point to turning over our great resources to private monopoly to exploit; if the 
recommendations, in short, are designed to enrich that 1 percent of the people 
who draw down 66 percent of all corporate dividends (or did between 1919 and 
1947) at the expense of the standard of living, national security, and freedom of 
the rest of us, your reports and recommendations will become a matter for bitter 
discussion around the breakfast tables of millions of rural families and your 
work will have been in vain except for whatever comfort the vested interests may 
gain by thumbing wishfully through the volumes of your reports. 

“We hope and pray you will give the Congress, the administration, and the 
people reports and recommendations that we can all long be proud of, for your’s 
is an opportunity rare in our history.” 


Section III 


Mr. Chairman, I would like to group the balance of my remarks under three 
headings: (1) The philosophy and preconceptions of the task force and the Com- 
mission members who did not dissent from the recommendations; (2) the effect 
the adoption of these recommendations would have upon the rural electrification 
program and the national economy, and (3) the extent to which some of the 
recommendations made in these reports are already being foisted upon the people 
by administrative action. 

Despite the pleas of the rural electric systems, Mr. Chairman, the recommen- 
dations of the task force and of the Hoover Commission report proper disregarded 
the needs and wishes of the farmers of this country, indeed the recommendations 
could just as well have been lifted bodily from the propaganda of the commercial 
power companies. Study of the five volumes leaves one simply astounded at the 
brazen disregard of the truth, the careful compilation of financial figures which 
are almost wholly misleading, and the careful manner in which the staff of the 
task force and Commission wrote into their figures and arguments the basic 
philosophy of the big power companies and the Commission Chairman, Mr. 
Hoover. 
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Since I do not plan to take the time of the committee to comment in great 
detail on these documents, I would like to direct your attention to the basic philos- 
ophy which sticks out all too obviously throughout almost every page of these 
reports, as contrasted to the history and development of the Federal power and 
rural electrification programs. 


THE PHILOSOPHY OF THE HOOVER COMMISSION STAFF AND THOSE MEMBERS OF THE 
TASK FORCE AND COMMISSION PROPER WHO DID NOT DISSENT 


1. The most basic preconception which runs throughout these reports is that 
Federal action in the field of water and power is socially and economically un- 
desirable. It is clear that the writers and those who subscribed to their writing 
would like to convince the Congress and the people that they believe in local and 
State governmental action in these fields and that such action is a part of the 
American way but that Federal action can rarely if ever be justified and will 
lead to socialism and dictatorship. 

The strategy behind this preconception is that State and local governments are 
so restricted in their legal rights and powers, so limited in their financial ability, 
and so much more easily influenced by the great corporations that if the Com- 
mission and task force could persuade the people to block the Federal Government 
the result, in effect, would be to remove all Government from the field of water 
resources and power except in those areas of domestic water supply and related 
local matters where the big corporations are not interested in operating. 

To disguise this strategy, the Commission and the task force piously affirm a 
belief in the development and conservation of water resources, but in the policy 
recommendations they deny this belief by making impossible the effective control 
of river basins. 

The aversion of these gentlemen to Federal action is wholly explainable on 
the basis of the aversion they have for effective public action in development. 
They cover their real intentions by a hypocritical adherence to freedom and 
local control. Some propagandists in the current struggle for the minds of men 
attempt to rewrite history, but the Hoover Commission set an all-time high by 
attempting to recreate the earth in the image of their own desires. 

Since these reports are certainly the reports of Mr. Hoover, it is interesting 
to note some of the history of his views. In vetoing the Muscle Shoals Act passed 
by the Congress in 1933, Mr. Hoover said: 

“The real development of the resources and industries of the Tennessee Valley 
can only be accomplished by the people in that valley themselves * * * I would, 
therefore, suggest that the States of Alabama and Tennessee, who are the ones 
primarily concerned should set up a commission of their own representatives, 
together with a representative from the national farm organizations and the 
Corps of Engineers; that there be vested in that commission full authority to 
lease the plants at Muscle Shoals in the interest of the local community and agri- 
culture generally (Congressional Record, vol. 74, pt. 7, pp. 7046-7048). 

Such a commission was created. And the results were nil, just as any informed 
person would have suspected. Mr. Hoover’s long-standing loyalty to no govern- 
mental action or only ineffective governmental action was demonstrated. Inci- 
dentally, in the debate over the veto, Senator Hugo L. Black, of Alabama, said, 
in attacking Mr. Hoover’s figures justifying the veto: “Either the facts as stated 
by the President are incorrect or the facts as stated by the Army engineers in 
their report to this body, which were filed on March 24, 1930, are incorrect.” 

When Mr. Hoover was President, his Attorney General, William D. Mitchell, 
handed down an opinion that “minor part” licenses could be issued to power com- 
panies seeking to develop Federal power sites. The effect of this ruling would 
have been to deprive the Federal Government of control over an estimated 80 
percent of the Nation’s waterpower sites. This opinion was an effort to turn 
back the clock on 30 years of water policy—by administrative act. The power 
companies moved in for the kill, submitting applications for sites in various areas, 
applications based upon the ruling of the Attorney General. Fortunately, the 
conservationists fought the matter out in the courts with the power companies 
and on December 16, 1940, years later, the Supreme Court threw Mr. Mitchell’s 
opinion into the discard and upheld the constitutionality of the Federal Water 
Power Act. 

Another basic preconception (and misconception) of the task force and the 
Commission is that the electric industry is a nicely regulated monopoly which can 
furnish the Nation with the necessary electric energy without competition from 
yardsticks. Over and over through the reports it is asserted that private utilities 
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are effectively regulated—by local, State, and Federal agencies. This is the 
power company line, unadulterated. It is interesting to note the history of power 
company propaganda on this point. First they fought regulation, at any level, as 
a denial of their legal rights and as socialism. Then as regulation of security 
issues, bookkeeping, and in a crude way, rates of return became law they shifted to 
the view that such controls should be reasonable and they have exerted every 
effort to weaken the laws in the legislatures and the courts, to weaken the staffs of 
agencies by limiting appropriations and influencing elections and appointments. 
Finally, they have embraced the remnants of the regulatory laws (for the 
moment) as being effective and a satisfactory protection for the electric investor 
and consumer. But they embrace regulation only in the hopes of destroying com- 
petition, as is clearly shown in their political and propaganda efforts. The power 
companies are well aware that the regulatory agencies cannot under the law force 
them to adopt a dynamic rate policy—to lower rates so that increased consump- 
tion will maintain profits but expand electric use at the same time. The function 
of the yardstick public plants is to force that kind of rate policy, so the yardstick 
plants must be destroyed, they say. 

Since Mr. Hoover in these reports now embraces utility regulation, it is interest- 
ing to look into his history on this point. In an address before the National 
Association of Railroad and Utility Commnissions entitled “Why the Public Interest 
Requires State Rather Than Federal Regulation of Electric Public Utilities” 
October 14, 1925, he said, “No Federal authority is required,” because State regu- 
lation “has been effective.’ And further, in the same speech : 

“A considerable amount of speculation is going on, especially in the stocks of 
holding companies, and it may well be condemned, but what I wish to get clear 
is that in intelligent State regulation neither watered capital nor speculation 
can effect the rates paid by the consumers. 

“If in the passage of time, the unexpected, either economic or legal, should 
happen and we find an occupied field requiring regulation, it will be time enough 
to talk of Federal control. No such condition exists today and is not apparent 
in the future.” 

As Mr. Hoover spoke, the most gigantic looting campaign in the history of this 
Nation was under way in the electric utility industry ; consumers and investors 
both were being robbed right and left by the Hobsons, Insulls, and their ilk. 
Yet he saw no need for Federal regulation. Ratepayers were being denied the 
fruits of technological progress; investors were being robbed of their savings; 
and the power company speculations were helping to bring on the stock market 
crash and the depression. Later, as President, Mr. Hoover recommended Federal 
regulation—after the looting campaign had ended in disaster, but no adminis- 
tration bill to achieve this end was ever sent down to the Congress. Federal 
regulation was to be delayed until 1935. And, contrary to Mr. Hoover’s com- 
ments on the effects of stock watering, it was necessary for the Federal Power 
Commission to squeeze $1.6 billion of water out of the power companies’ books— 
$1.6 billion of water compared to the total $2.3 billion investment in the whole 
Federal power program in 1953. 

3. Another preconception under which the task force and Commission labored 
was that when any profit corporation can be given title to a power site and develop 
it, such title or license should be given, but that if some profit corporation cannot 
do the job—as would be true in the overwhelming majority of cases—the Federal 
Government should go into a partnership with the power companies and turn over 
to them the revenue-producing power facilities by one financial arrangement or 
another. In other words, the reports insist that any time waterpower is devel- 
oped the fruits should go to profit corporations. The private power companies 
have long urged this kind of giveaway partnership; the Hoover Commission and 
task force have embraced the idea; and the present administration in Wash- 
ington is pushing it vigorously. Only the people seem to have doubts about the 
desirability of having their pockets picked. 

The history of this kind of “partnership” is long, but I would like to give 
one example. As early as 1906 the Muscle Shoals Hydro Electric Power Co. 
was lusting for the Muscle Shoals nower site. They loudly insisted that the 
Tennessee River should be developed and proposed that the Government enter 
into partnership with them. Under the partnership, the Government would 
control navigation; the power companies would get the power. The Army 
engineers endorsed the power company deal, but the liberal Republicans in the 
Congress were successful in delaying the scheme until the outbreak of World 
War I buried it. 
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Mr. Chairman, I think it is well to take cognizance of the fact that so far as 
I know the first of the phoney partnerships between the private power com- 
panies and the Federal Government was proposed here at Muscle Shoals in 1906 
and that it was primarily the people in Mr. Hoover's party who killed the pro- 
posal, only to have a later administration salvage this hoary scheme and 
peddle it. Had that scheme succeeded, there would have been no TVA, no 
yardstick, no full development, nothing but monopoly profit and a little 
navigation. 

In their statements on the blessedness of ineffective governmental action in 
resource development, in their ideas on the effectiveness of utility regulation 
rather than yardstick competition, and in their endorsement of “partnership” 
the preconceptions of the Commission and task force show through, clear as day. 

But behind these preconceptions is a view far more ominous: It is clear that 
the endorsers of these reports are not only opposed to effective political democ- 
racy in the field of resources, they are opposed to any operations which run 
counter to the desires of the great corporations and their owners and managers. 
No figure is too fraudulent, no argument too inconsistent or illogical that they 
will not summon it up to sanctify monopoly and corporate domination of this 
vital field. The thinking behind such tactics is the thinking of men to whom 
private corporate power is sacred and governmental action on behalf of the 
common man is wicked. This is the thinking of people who support the corpo- 
rate state wherein the people become the helpless serfs of a kind of corporate 
feudalism and the Federal Government becomes the tool of the corporations 
instead of the servant of the people. 


THE FEDERAL POWER PROGRAM AS A PEOPLE’S PROGRAM 


The Federal power program has rested on simple logic: (1) Rivers run to 
the sea through precincts, counties, and States. Rivers are integral wholes and 
their use and development must be basinwide regardless of political boundaries. 
Thus the Congress and the courts and the Constitution have placed them under 
the control of the only political entity broad enough to make control possible and 
effective—the Federal Government. (2) The Federal protection and develop- 
ment of waterpower is the result of the belief that since the rivers belong to all 
the people the fruits of their development belong to all the people and should be 
utilized for the maximum public benefit. (3) It has followed that the develop- 
ment of electric energy from our rivers could have been turned over to the private 
monopolies which control 80 percent of the electric industry in the Nation 
where the fruits would have been profit to a handful of investors. But the policy 
of the Congress has been that this electric power should be used to supply cit.zens 
at cost and in the process should serve as an example and a pressure to compel 
an otherwise monopolistic industry to act a little like a competitive industry. 
This is the meaning of preference and the yardstick policy. 

Now, we are asked to change our views, to believe that real rivers do not exist; 
that the people have no right to nonprofit electric service; and that the “earth 
and the fullness thereof” is properly the property of a few. I do not believe the 
Congress or the people will fall for this propaganda. I know the farmers won't. 

In reading the task-force report, I kept thinking of Thomas Jefferson, and a 
phrase from the last letter he ever wrote (to Roger C. Weightman, June 24, 
1826). In this letter, Jefferson was declining an invitation to attend a celebra- 
tion of Independence Day because of his health. He died 2 weeks later. In 
this letter, he said: 

“The form (of government) which we have substituted, restores the free right 
to the unbounded exercise of reason and freedom of opinion. * * * The general 
spread of the light of science has already laid open to view the palpable truth, 
that the mass of mankind has not been born with saddles on their backs, nor a 
favored few booted and spurred, ready to ride them legitimately, by the grace of 
30d.” 

It is a far cry from Jefferson’s concept of democratic government, by and for 
the people, to the reports we are discussing today where the name of the Federal 
Government has been prostituted to corporate greed. There are still those who 
believe that “freedom” is in jeopardy if the “favored few booted and spurred” 
are not permitted to loot the people at will. 

Mr. Chairman, I would like to comment briefly on the Hoover Commission 
report proper as it would affect the Federal power program and the farmer’s 
electric systems, over 300 of which get their power directly or indirectly from 
Federal power agencies. Briefly the effect of the adoption of any considerable 
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number of these recommendations would be to destroy the yardstick, increase 

prices to all consumers of Federal power immediately, and over a period of time 

decrease the supply and increase the cost of electricity to all Americans. 
Comments on the recommendations: 


NO REORGANIZATION I8 RECOMMENDED 


The outstanding thing about this report from a Commission on Reorganization 
of the Executive Branch of the Government is that no recommendation on reor- 
ganization of executive agencies is made. Mr. Hoover strikes at the deficiencies 
of existing agencies with unrestrained vigor, but having made a mountain out of 
their shortcomings, he brings forth a mouse of reorganization. He does not 
recommend the abolition of a single agency. He does not recommend the merging 
of any agencies. Aside from a little reshuffling of the functions of the Soil 
Conservation Service in favor of the Corps of Engineers, he contents himself with 
compounding bureaucracy with more bureaucracy—he recommends the establish- 
ment of an additional bureaucratic coordinating and control agency to be known 
as a Water Resources Board and urges more staff for the Bureau of the Budget 
to use in further coordinating functions. This hardly amounts to a reorganiza- 
tion plan. Indeed he evades the whole problem of reorganization, and a casual 
reading of the Commission report will indicate the reason. 

The reason the Hoover Commission report does not go into actual reorganization 
of the water resources and power agencies is obvious: The Cmmission was appar- 
ently not interested in promoting efficiency in executive operations, but was inter- 
ested in liquidating the Federal power program and rural electrification as a 
competitive yardstick force in the industry. 


RECOMMENDATION NO. 1 


Recommendation No. 1 of this report reads as follows: 

“That the Congress adopt a national water policy on the following nine points: 

*(a) That water resources should be developed to assure their optimum use 
and their maximum contribution to the national economic growth, strength, and 
general welfare. 

“(b) That water resources development should be generally undertaken by 
drainage areas—locally and regionally. 

“(c) That the Federal Government should assume responsibility when par- 
ticipation or initiative is necessary to further or safeguard the national interest 
or to accomplish broad national objectives where projects, because of size or 
complexity or potential multiple purposes or benefits, are beyond the means or 
the needs of local or private enterprise. Under other circumstances the respon- 
sibility for development should be discharged by State or local governments or by 
local organizations or by private enterprise. 

“(d) That in participating in water resources and power development, the 
Federal Government without waiving its constitutional rights should take account 
of the rights and laws of the separate States concerning appropriation, use, 
control, and development of waters within their boundaries. 

“(e) That the Federal Government should provide advisory assistance to those 
local and State agencies that are undertaking water resource and power develop- 
ment projects. 

“(f) That before Congress authorizes or appropriates funds for Federal par- 
ticipation in any water resource project, it should have substantial evidence 
that the project is economically justified and financially feasible, and that such 
project is essential to national interest. 

“(g) That one Federal agency should be made responsible for collecting and 
reviewing the adequacy of hydrologic data. 

“(h) That all Federal agencies administering revenue-producing water re- 
source and power projects should pay all cash revenues to the Treasury as 
miscellaneous receipts, and received an annual appropriation for cash operating 
expenditures. 

“(i) That regulation of rates for sale of electrical energy by all Federal 
agencies be vested in the Federal Power Commission.” 

The first seven subsections of recommendation No. 1 are either (1) pious 
affirmations of existing policy, or (2) meaningless generalities which are sus- 
ceptible to contradictory interpretation, or (3) apparently uninformed com- 
ments on the functions of agencies gathering data. The last two subsections 
of this recommendation are more meaningful. 
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Recommendation 1 (hk) takes on new meaning later in the report. This 
1 (hk) would require all Federal power agencies to turn all cash revenues into 
the Treasury, but then at a later point in the report these agencies are to be 
required to operate like private corporations. This kind of inconsistency 
further reveals the lack of objectivity in this $430,000 propaganda document. 
Recommendation 1 (i) proposed that all Federal power rates be fixed by the 
Federal Power Commission, a recommendation which appears pointless but 
which takes on sinister meaning when considered in conjunction with a later 
recommendation, No. 9, wherein the new authority of the FPC is to be used to 
destroy the Federal power program. 


RECOMMENDATIONS NOS. 2 AND 3 


Recommendation No. 2 reads: 

“That, without going into details, we recommend the creation of a Water 
Resources Board upon the above basis.” 

Recommendation No. 3 reads: 

“That the staff conducting certain of the functions of the Bureau of the 
Bud“et be strengthened by such professional staff as will enable it to fully 
perform the function of evaluation of the merits of water development projects 
presented to it for appropriations.” 

These recommendations are obviously intended to create a holding company 
system in the executive branch in lieu of present controls. Obviously, in the 
mind of Mr. Hoover the centralization of control is an end to be ardently sought, 
even though this centralization is poorly conceived and would only spawn addi- 
tional tax levies, additional confusions, and additional delays in the develop- 
ment of the Nation’s water resources. It is difficult to see how two new bureauc- 
racies with broad general powers to delay action by other agencies could pro- 
mote either efficiency or economy in government. The explanation for these 
recommendations seems to have been implicit in Representative Holifield’s dis- 
senting remarks that the Commission plumps for centralization when that seems 
to promise service to the power companies, but plugs for decentralization to the 
extent of actually dismembering Federal projects wherever that seems to 
promise benefits to the private power companies (col. II, p. 37). 

Recommendations 4 through 8 relate more directly to activities other than 
electric power and we have no comment at this time to make to the committee. 


REPORT IS POWER COMPANY PROPAGANDA 


Prior to setting forth its recommendations on Federal power policy, the Com- 
mission presents the reader with a number of pages of carefully contrived 
attacks upon the Federal power program. The high point of power company 
pipe dreams comes in chapter XVII of the Commission report, a chapter entitled 
“The Financial Results of Federal Power Operations.” It is tragic that the 
Public Printer was not at liberty to err in setting the type on this heading so 
that he could have printed “The Financial Results of Federal Power Operations 
as the Power Lobby Would Like for the Congress and the People To See Them,” 
because that is what the chapter is really about. 

It is at the beginning of this chapter where the Commission brings in the 
task force report to dignify what might otherwise be mistaken as the work of 
a freshman propogandist for Purcell Smith’s power lobby. The Commission 
quotes the task force “criteria” in determining the financial results of the 
lederal power program. 

Summed up, what the task force wishes to require of Federal power agencies 
is not only that they pay 3 percent interest; that the entire power investment 
be returned to the Government in 50 years on hydroplants and 35 years on steam 
plants, and that capital costs include development expenses, but the power com- 
pany-minded task force also expresses the power lobby assumption that all 
Federal projects should also pay local taxes equal to those of private electric 
utility, pay an amount equal to Federal income taxes, and make provision for 
depreciation of plant. 

MORE PROPAGANDA 


The question of local and Federal taxes is a matter for more lengthy dis- 
cussion than we can take time for here today. The intent of the task force 
is obvious: To place every burden possible on Federal power facilities in order 
to force rates up. The real interest of the task force is not to increase Federal 
tax revenues, as this has been achieved indirectly by the tremendous economic 
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development which has taken place as a result of water resource development. 
The absurdity of the figures chargeable to Federal projects as income taxes are 
evidenced by the footnote on each table indicating that these taxes were com- 
puted not on the basis of revenues but on the basis of kilowatts of capacity com- 
pared to taxes paid by private companies on a capacity basis. This is indeed a 
new gimmick in power company propanganda. For the first time in the history 
of the world, corporation taxes on net income are to be computed on the basis 
of kilowatts instead of net profit. 

One can sympathize with the propagandists on the task force, of course, be- 
cause how can one justify loading Federal projects with Federal income taxes 
when those Federal projects—according to the propagandists themselves—make 
no net income and therefore even if they were subject to income taxes would pay 
no taxes? So these hopeful souls contrive a formula along the lines of the 
nursery rhyme. “If all the world were apple pie and all the seas were ink, and 
all the trees were bread and cheese, what then would we drink?’ Obviously the 
task force, loyal to the Insulls to the end, contrived to find some water in kilo- 
Watts and set about watering the tax stock of the Federal projects as the Insulls 
and their like once watered the stock of the private companies. 

What the task force was striking at, of course, is not humorous at all. What 
they were attempting to achieve by assumption was a bad record for Federal 
power projects, to implement utility propaganda along the lines of “but they pay 
no taxes.” This, at least, is the more obvious motive but the real motive is to 
conceal the fact that the utilities are currently engaged in a drive to convince 
the American people that no group of farmers through cooperatives, and no 
group of citizens through local, State, or Federal Governments have a right to 
operate an electric utility service as a nonprofit enterprise, that they should be 
compelled to earn a profit on those operations in order that the free income 
flowing from private utilities into the hands of their absentee owners shall be 
beyond question. This is a fundamental question of democratic rights. The 
question is, Can citizens serve themselves electricity through nonprofit enter- 
prises? The utility lobby answers, “Never.” They demand that every citizen in 
America shall be compelled to pay a profit on the distribution of electricity, either 
directly through a profit company, or indirectly through forced payments to 
the Federal Government. 


CREEPING SOCIALISM VERSUS CORPORATION CAPITALISM 


Propagandists for the utilities have created themselves a nightmare ogre 
called creeping socialism which, they say, threatens to overwhelm our liberties 
if private monopoly is not turned loose unrestrained to strangle this monster 
(with higher power rates). Their constant cry is that rural electrification and 
local public and Federal power advocates are slashing at the juggler of free 
enterprise. But when left to their own devices, as in the work of the Hoover 
Task Force, they slash with uninhibited vigor at the right of citizens to serve 
themselves without paying tribute to absentee corporation stockholders. The 
cry of the task force on Federal taxes is the cry of the advocates of the cor- 
porate state which is organized for the purpose of destroying individual human 
liberties, including the right of self-help and self-service without profit. There 
is another name for the corporate state, Mr. Chairman, as we all know from 
our experience with the late Benito Mussolini. 


CONSUMERS PAY TWICE 


The most absurd of the task force assumptions is that Federal projects should 
amortize loans and pay depreciation as well. It is common knowledge that pri- 
vate power companies accumulate depreciation reserves. This is generally ac- 
cepted as sound business practice, but a reasonably well-informed person knows 
that private utilities do not accumulate depreciation reserves and amortize loans 
as well. Such a practice would compel ratepayers to pay for the cost of electric 
plant twice simultaneously. No informed person would advocate this practice for 
private utilities, and only biased men would urge such a practice upon the Gov- 
ernment. Yet the task force has happily included both in its assumptions and 
the Hoover Commission has equally as happily accepted the assumption as the 
basis for its recommendations. 

And to think, Mr. Chairman, for this kind of propaganda the people have had 
$430,000 of their funds expended by the Commission. 

Having laid the groundwork for a later recommendation, the Commission 
reaches recommendation No. 9: 
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“That the Congress empower and direct the Federal Power Commission to 
fix the rates on Government power sales at such levels as will— 

“(a@) Eliminate the inequities now imposed upon the great majority of the 
people ; 

“(b) Amortize and pay interest on the Federal investment in power, plus an 
amount which will equal Federal tax exemption based upon the Federal taxes 
paid by the private utilities; and 

“(c) Provide payments in lieu of full taxes to the State and local government 
equivalent to those the private utilities would pay.” 

In recommendation No. 9 we learn why the Commission many pages earlier 
wanted the FPC to fix all Federal power rates. The point in the recommendation 
is not to secure a false uniformity or even enforce reasonable uniform standards 
of computations. The point is to enable the Federal Power Commission, under 
proper instructions, from an as yet nonexistent Congress controlled by the power 
companies, to load Federal projects with the whole series of imaginary costs. 


SANCTIFICATION THROUGH PROFIT 


Recommendation No. 9 is the high point in the attempt of the Commission to 
spread the philosophy of “divide and rule’ among our people. Note the reference 
to “eliminate the inequities now imposed upon the great majority of the people.” 
These inequities presumably arise primarily from the failure of nonprofit electric 
enterprises to pay taxes on profits. 

Presumably these inequities can be removed by increasing power rates in 
Federal power areas. Presumably, also, although the Commission is hardly 
so frank, these inequities could be removed by selling all Federal power to the 
private companies so that each little kilowatt could be sanctified by profit and 
taxes on profits. 

Our rural electric people, and I myself, have never advocated public owner- 
ship of the electric power industry, although we have believed in a healthy ele- 
ment of public and cooperative competition. Presumably it has never occurred 
to the power lobbyists or their task-force spokesmen that given enough corrup- 
tion in high places, the people might choose to rectify these inequities by eliminat- 
ing profit from the entire electric industry. Given a choice between the present 
situation in the United States and the one which the Commission recommends, 
I think it quite possible that the American people would prefer total public and 
cooperative ownership. Fortunately for the people, tne Congress will beyond 
any doubt reject these absurd recommendations and make it unnecessary for us 
to face such an unpleasant alternative. 

Recommendation No. 10 reads: 

“That the Goverment or its agencies cease the building of steam plants and 
provide for the equation of their powerloads by interconnection with the grids 
of neighboring power systems.” 

This recommendation is the “laying on of the hands,” the final sanctification 
of the Dixon-Yates deal. Evidently the Commision believes that there is some- 
thing inherently evil about steam kilowatts in a Federal power system. It indi- 
cates a fundamental opposition to the peoples’ concept of a Federal yardstick and 
seeks to pave the way for further invasion of TVA by private utilities whose 
principal motive is hardly an urge to pay taxes to local and Federal Government. 

Recommendation No. 11 is a double-barreled attack: 

“(a) That the private utilities be permitted to purchase a fair share of Fed- 
eral power. 

“(b) That no further building of transmission lines be undertaken where 
such transmission service can be provided by non-Federal agencies.” 


COMMISSION URGES APOLITION OF PREFERENCE 


No. 11 (a) is none-too-subtle demand that the preference clause, the anti- 
monopoly clause in Federal power acts be repealed. According to our latest fig- 
ures, the rural electric systems purchase less than 6 percent (5.9) of all Federal 
power; municipalities and power districts purchase about 26 percent. Power 
companies purchase about 21 percent and the balance goes to industry. It would 
he interesting to know what the Commission assumed would be a “fair share” 
of Federal power. But one need not wander off on speculations of this nature 
because No. 11 (0) answers the question. If No. 11 (6) were enacted into law as 
recommended by the Commission the power companies would get 100 percent of 
the power from future Federal projects. Obviously this is what is meant by a 
“fair share.” 

70818—56—pt. 5 14 
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Power companies build lines into Federal projects during the construction 
stage. As a rule they build in big lines—ready to be converted into haulers of 
power from the project. If such companies were assured that no Federal trans- 
mission lines were to be built they would invariably stand ready to haul the 
power away. Preference rights would be utterly destroyed. We are familiar 
with this view from our battles with power companies all over America. Pref- 
erence cannot be affected, it cannot be carried into action, it cannot be made 
reality without either Federal transmission lines or the threat that such lines 
will be built if wheeling charges by private companies are not kept reasonable. 

Recommendations Nos. 12 and 138 read: 

“That the Columbia River Basin system, the Hoover-Parker-Davis Dams 
Administration, the Central Valley project of California, the Missouri River 
Basin project, the Southwestern Power Administration, and the Southeastern 
Power Administration all be incorporated under and made subject to the Gov- 
ernment Corporation Control Act.” 

No. 13: 

“That they and the Tennessee Valley Authority be required to secure their 
capital for their future improvements, when authorized by the Congress, by 
issuing their own securities to the public without subordinating the present Fed- 
eral investment, thus relieving the taxpayers of this burden. (In such instance, 
our recommendation No. 1 (h) should be amended so as not to apply to the 
interest and amortization on such public issues and to allow them to pay these 
items from their own funds).” 

Recommendations 12 and 13 are obviously designed to complete destruction of 
the Federal power program. The purpose of incorporating the Federal power 
marketing agencies and forcing them into the private money market for funds 
is obviously for the purpose of increasing their costs. But this is not enough. 
They are to “act like corporations” in their financial transactions, but they are 
to be subject to the control of the Congress as though they were not “corpora- 
tions.” These recommendations are almost superfluous because if the earlier 
recommendations (and those which follow) were put into effect, it would be 
immaterial whether 12 and 13 were put into effect at all. There would be no 
Federal power program. 

Recommendation No. 14 seems to stand as a bid for State support of the recom- 
mendations. Federal corporations, based on Federal funds plus private funds, 
are to be controlled at least in part by representatives of State governments. 
It is difficult to believe that the interests of the Federal Government or the people 
would be served by placing financially irresponsible representatives on the boards 
of Federal corporations. 

Recommendation No. 15 reads: 

“In respect to the power component of new multiple-purpose projects, we make 
the following recommendation : 

‘““(a) That private enterprise be offered the opportunity to provide the capital 
for the electrical component of multiple-purpose dams and dispose of the power 
through their own systems (they being subject to regulation of rates by Federal 
and State authorities), but the management of the dams should remain in the 
Federal Government. 

“(b) That if such capital be not available, the power should be offered for 
sale to the private utilities, the States, or the municipalities and cooperatives 
prior to construction, on terms that will protect the Federal interest.” 


HOOVER BLESSES EISENHOWER “‘PARTNERSHIP” 


This is the Hoover blessing for the Wall Street partnership. Having laid the 
groundwork for the destruction of the Federal power program and the rural elec- 
trification program and for the wholesale looting of the electric consumer wher- 
ever he may be, the Commission then endorses the giveaway of the remaining 
hydro resources of the Nation. This is quite a drama, Mr. Chairman, moving 
from a pious affirmation of a wise waterpower policy, through the erection of a 
superstructure of bureaucracy, through the propaganda dreams of the task 
force. on through the destruction of preference rights and the Federal power 
program as it exists today, right on to the bitter end where what remains is 
passed over to the great monopolistic corporations with the blessing of this 
fourth branch of Government. 
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BLESSED ARE THE DISSENTERS 


We are grateful for the limited dissents of Commissioners Brownell, Flem- 
ming, and Farley and for the magnificent dissent of Representative Holifield, 
of California, a dissent which is surely the voice of integrity and reason in the 
midst of bias and prejudice. 


WHY NO DISSENTS ON PRIVATE SUBSIDIES? 


But we are surprised that in the dissents no attention is given to the subsidies 
being handed out from day to day for years now to the private electric utilities. 
Under the tax-amortization program, private power companies have already— 
since June 1951 been given over $840 million in interest-free loans and stand to 
net over $2.9 billion in total subsidy over a period of 33144 years. And under 
the new program enunciated by Mr. Flemming, of ODM, in April of this year, the 
total interest-free loans to private companies will rise to $1,839 million and the 
total subsidy to $6.1 billion over a period of 334% years. 


Bow score on the tax-amortization program (as of Oct. 5, 1955) 


| 
Amount | Interest-free | Total esti- 
certified for | loans based | mated subsidy 
accelerated | on those based on those 
amortization certificates certificates 


From 1950 to December 1953. - $1, 951, 589, 000 $862, 602,000 | $2, 932, 387, 000 


December 1953 to October 1955 210, 472, 000 93, 029, 000 | 316, 243, 000 


Total as of October 1955 2, 162, 061, 000 955, 631,000 | 3, 248, 635, 000 
Expected to be issued after October 1955 to reach ODM 
goal for 1958__.- . 2, 004, 528, 000 886, 001, 000 3, 011, 932, 000 


Totals expected from current ODM programs 4,166, 589,000 | 1, 841, 632, 000 6, 260, 567, 000 


It is particularly surprising that Mr. Flemming, who presides over this 
great program of subsidy, should have failed to take cognizance of his official 
duties and achievements along this line. 

We eall your attention to a line on page 120 of volume 1 of this report: 
“Financially there is no present or prospective need for Federal financing of 
power activities.” This is a shocking statement, if true, because it means that 
Mr. Flemming is in the process of giving away $6.1 billion of the people’s money 
needlessly under the tax-amortization program. Since the Commission places 
a value of $2.3 billion on all existing Federal power facilities, it is apparent 
that Mr. Flemming is giving away enough money to duplicate the entire Federal 
powerplant almost 3° times. Since he did not dissent from the section of the 
report quoted above, he must be unaware of the magnitude of his activities 
being carried out in conflict therewith. 


CONCLUSION 


Mr. Chairman, the Hoover report on water resources and power is a key 
propaganda document in the drive of the electric utility industry toward com- 
plete monopoly over the key form of energy in our whole economy. We regret 
that the good name of the Federal Government should have been loaned for 
such purposes. We appreciate this opportunity to discuss the matter before 
you. 

In order that the committee know that this report was not prepared in the 
absence of a plea on behalf of the rural electric systems, I am attaching a copy 
of out statement to the Task Force on Water Resources and Power and re- 
questing that this statement be made a part of the record. 

Mr. Chairman, I would like to close my statement with a review of the way 
in which the present administration has utilized administrative authority in 
an effort to achieve many of the results hoped for by the Hoover Commission 
and the Task Force on Water Kesources and Power. 

Over 300 REA borrowers or aimost a third of the farmers’ electric systems 
purchase all or part of their wholesale power supply from Federal projects. 
Many of these rural systems could never have been launched as feasible projects 
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had it not been for Federal power. Such systems were located in areas where 
other power supply could not be secured, where generation of their own would 
have been inordinately expensive, or where the farm homes were so widely 
seattered that electrification became feasibly only with the coming of low-cost 
Federal power. When 60 percent of the farms in most of the country had been 
electrified, the percentage in the Dakotas, for instance, was still only 15 to 
18 percent. This was in 1947. 

Out of the partnership between rural people and the Federal Government, 
the rural electrification program had developed. That partnership rested 
solidly on laws of the Congress establishing the Rural Electrification Adminis- 
tration the Federal power program, and the preference and marketing policies 
of that Federal program. This was a sound partnership which contributed im- 
mense benefits to both rural people and the rest of the Nation. It is a self- 
supporting, self-liquidating program. REA loans are repayable with interest 
and the Federal power facilities are also self-liquidating. 


THE ADMINISTRATIVE ATTACK ON FEDERAL POWER AND RURAL ELECTRIFICATION 


The whole partnership program on which the rural electrification program 
rested has been under attack throughout the life of the program. The power 
companies never ceased to oppose us in the Congress, in the executive agencies, 
through their propaganda fronts, and in the courts. They have left no stone 
unturned, no stone unhurled which would cripple this program and bring about 
either its liquidation, its outright sale to the great corporations, or would make 
the rural electric systems helpless appendages, bill collectors for those same 
corporations. 

But in recent years the attack has been more telling because the great power 
corporations have apparently succeeded in gaining control of some of the key 
executive agencies created to carry out the will of the Congress. It might seem 
too strong to say that there is a conspiracy between the executive agencies an 
the private power companies, but I know of no other word to describe recent 
conditions. Whatever term one might apply, the truth is that the Department 
of the Interior, the Federal Power Commission, and other agencies have seemed 
to feel that regardless of the law, it was their duty to serve the interests of the 
private power companies rather than the people as a whole and particularly 
the rural electric systems. This pattern of apparent conspiratorial cooperation, 
of the new Wall Street-administration partnership, this conspiracy to undermine 
a great program and to evade the will of the Congress is manifest in many ways. 


POLICIES OF THE FEDERAL POWER COMMISSION 


The Federal Power Commission is an agency whose functions are vital to a 
sound and healthy rural electrification program. In a broad sense, all of the 
functions of the Federal Power Commission are related to the welfare of our 
program. Even the authority exercised by the Commission in requiring uni- 
form accounting and reports and its authority to influence power rates in inter 
state commerce affect our people because in 1954 our systems purchased about 
47 percent of their wholesale power from private companies which are affected 
in one way or another by the reporting and limited regulatory powers of the 
Commission. 

It is our conviction that to an ever-increasing extent the Federal Power Com- 
mission has come under the influence of the very companies it was established 
to help regulate. One example of this is opinion No. 264 handed down by the 
Commission in December 1953 relating to the handling of benefits to private 
electric corporations from accelerated tax-amortization certificates. 

As the members of the committee probably know, under old section 124A of 
the Internal Revenue Code, the Congress, in 1950, authorized the issuance of 
accelerated tax-amortization certificates on facilities deemed vital to the national 
defense. Subsequently, beginning June 9, 1951, the Office of Defense Mobiliza- 
tion, via the Defense Electric Power Administration, began issuing accelerated 
amortization certificates to the electric utility industry. On the basis of an 
arbitrary formula, DEPA would decide what percentage of the total cost of a 
given electric utility was eligible for such a certificate and would recommend 
the issuance of such a certificate by ODM. Such a certificate permitted a power 
company to depreciate a portion of its plant not at the normal rate of 2.5 or 3 
percent but at a rate of 20 percent per year. This accelerated tax-amortization 
privilege made it possible for the power companies holding such certificates to 
reduce the amount of their net income on which they were required to pay taxes 
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by the amount of depreciation and the result was a reduction in the income taxes 
payable by the companies. In the utility industry the economic effect of this 
arrangement was to provide interest-free loans to the utility equal to the amount 
of the taxes collected from ratepayers but withheld from the Treasury by virtue 
of use of certificates. 

When the Federal Power Commission announced its intention of promulgating 
new accounting rules on this question (docket No. R-126), our association pro- 
tested against any changes in accounting rules which would not protect the elec- 
tric consumer, for we are essentially just that—organized electric consumers. 
Later when formal hearings were held in October 1953, our attorneys submitted 
a brief on our behalf in which we insisted that the duty of the Commission was 
to protect electric consumers from unreasonable rates by holding the returns of 
the companies to reasonable levels. We insisted that no accounting rule changes 
were called for and that rapid tax writeoff benefits should not be considered as 
windfall profits to the companies’ stockholders, but should be handled in 1 of 
2 ways: 

1. ‘hat tax savings should be deducted from the rate base of the power com- 
pany certificate holder with subsequent reductions in rates to customers of the 
company, or 

2. That tax savings of the power company should be returned to the customers 
who had, in effect, contributed these sums for the payment of taxes which were 
not paid. 

Our preference was for the first alternative as this would permit the certifi- 
eates to be used as the Congress had intended—to reduce risks to investors and 
encourage rapid expansion—without allowing profit windfalls to investors at 
the expense of electric consumers. 

We pointed out in our brief that through September 9, 1953, the total value 
of certificates issued to private electric power companies totaled $1,905,434,502, 
that the “interest-free loans” which would result from the use of such certifi- 
cates would exceed $842 million, and that the total benefits to the companies 
concerned (over the 33144 year period involved) would exceed $2.8 billion. 

(Subsequently, up to the time that the issuance of such certificates was tem- 
porarily suspended in December 1953, the total value of certificates issued rose 
te $1,951,589,000, and the total ultimate subsidy to $2,932,411,582. ) 

In April of this year, Administrator Flemming of ODM announced a new 
subsidy program for the private electric companies which, if carried into effect, 
will net them approximately $979,030,000 in additional interest-free loans, and 
an additional $3,328,206,735 in subsidy over a period of 33144 years. 

In other words, the accelerated tax amortization program is geared to pro- 
duce total interest-free loans of $1.8 billion and total subsidies of over $6.1 
billion in the 3314 years subsequent to the use of certificates issued beginning 
June 1951. Compare this $1.8 billion in interest-free loans to the private power 
companies to the total loans (which are not interest-free) made to REA borrow- 
ers to date, $2.6 billion (March 1955) and the total investment cost of all Fed- 
eral power facilities of $2.7 billion. 

It is apparent that the FPC, in refusing to provide for protection of the con- 
sumer, had arranged a tremendous subsidy for the private power companies 
which have spent millions in propaganda funds trying to convince the people 
that the farmers’ cooperatives and the Federal and local public power systems 
are subsidized. 

It is significant in face of the loose charges hurled at the rural electrification 
and Federal power program on “subsidies” and “nonpayment of taxes” that 
the private power companies should be receiving such vast subsidies with the 
cooperation of the Federal Power Commission, an agency created by the Con- 
gress to regulate utilities in the interest of the consumer as well as the investor. 

It is significant too that the Federal Power Commission has also been active 
in pushing special interest legislation on behalf of the private power companies. 
In the 83d Congress, the Federal Power Commission supported S. 3434 and in 
this Congress, 8. 1574. The bills are not identical. S. 3434 would give certain 
powers to the Commission and S. 1574 would create and transfer the same 
powers to the Secretary of the Interior. But, the authority is the same in both 
bills, authority to subsidize private electric companies in taking over the water 
resources of the Nation through a so-called downstream benefits program. Un- 
der these bills, FPC or Interior would be authorized to levy a toll on power 
sold from Federal power projects located downstream from private power proj- 
ects to help finance the private power projects. Companies which built private 
projects decades ago with no thought of Federal subsidy would get sizable an- 
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nual payments from the Treasury which would be a windfall of cash after the 
rate payers had amortized much of the project cost. 

These bills are key items in the administration’s Wall Street partnership 
program. Attached to my statement is a news story taken from the Wall Street 
Journal concerning Kinsey Robinson, president of the Washington Water Power 
Co. and president of the big four-power-company combine in the Northwest. 
In this statement, Mr. Robinson, lets FPC’s cat out of the bag by making it clear 
that the Wall Street partnership program must lean heavily on 8S. 3434 to 
obtain additional subsidies for greasing the track for the looting of the Nation’s 
water resources by the private power companies. (See exhibit C.) 

Mr. Chairman, another indication of the need for congressional investigation 
of the Federal Power Commission is the recent opinion in the Hells Canyon case 
by FPC Presiding Examiner Costello In this amazing and disheartening opinion, 
Mr. Costello, for all practical purposes, agrees that a high Federal dam at Hells 
Canyon is the best means for developing the upper waters of the Snake River. 
In keeping with FPC’s duties as outlined by the Congress, on the basis of his 
own statement of the facts, he should have denied the applications for the dog- 
in-the-manger dams of the Idaho Power Co. Instead, he recommends the issu- 
ance of a license to that company for one relatively small project and dismisses 
the other applications without prejudice. But, that one license, if issued, will 
destroy forever any chance for the full development of the Snake River and 
dictate the loss of over 500,000 kilowatts of power capacity forever. I do not 
mean to imply that Mr. Costello has been “improperly influenced” in the sense 
that he has been bribed or otherwise crudely affected. I do mean to imply that 
any objective study of his opinion will indicate that the FPC has become the 
rewarder and not the regulator of the private power companies, and that the 
FPC is not carrying out the will of the Congress in protecting the water resources 
of the Nation from the wastage and exploitation. 


THE TENNESSEE VALLEY AUTHORITY 


Mr. Chairman, another agency vital to the rural-electric program is TVA. We 
have been dismayed and disillusioned by recent developments regarding this 
great experiment in democratic control of a river basin. 

It is a far cry from the campaign promises of the President to the current 
assault upon TVA. The President promised to maintain TVA at “maximum 
efficiency,” but under this administration the President’s Bureau of the Budget 
has consistently refused to recommend any additional power facilities to meet 
the rapidly growing needs and approaching power shortage in the Tennessee 
Valley, despite the fact that half of the present power potential is contracted to 
the Government's armed services and the Government’s Atomic Energy Commis- 
sion. Instead, the Bureau engaged in one of the most nefarious and corrupt 
schemes ever brought to the light of day in this Nation—the Dixon-Yates deal. 

On March 23, 1955, Assistant Secretary of the Interior Fred G. Aandahl, speak- 
ing for the administration to the Missouri Valley Electric Association, pointed to 
TVA as a “Federal socialized monopoly of electric power.” He repeated this 
charge in October 1955 before the Chudoff committee. Perhaps the President 
doesn’t know what his Assistant Secretary of the Interior is saying about TVA, 
but these are not words likely to promote its “maximum efficiency.” 


THE BUREAU OF RECLAMATION 


Many preference customers and private utility companies in North and South 
Dakota, Iowa, Minnesota, Nebraska, Montana, Wyoming, and Colorado, purchase 
power from the Bureau of Reclamation. This area is known as the Missouri 
River Basin and is the first area in which the present administration applied its 
new power policies. On September 9, 1953, the Bureau of Reclamation announced 
its Missouri Basin power marketing criteria which provided that henceforth the 
purchase of thermal energy for firming up the Missouri River bydroelectric plants 
would be minimized and that the Bureau would not recognize the continuing 
aspect of preference but would instead sell all power above the immediate needs 
of preference customers to power companies under long-term contracts. 

This was a diametrical reversal of the established policy which required 
that power sold to nonpreference customers be committed on a withdrawable 
basis so that when the loads of preference customers increased such power 
could be withdrawn for reassignment to meet the growing loads of preference 
customers. 
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Actually, in most areas of Missouri River Basin there is not even sufficient 
power for the preference customers themselves, so that to this day we do not 
know what the Bureau of Reclamation would do with surplus power beyond 
the immediate needs of preference customers available. Presumably it would 
be disposed of to nonpreference customers on a long-term nonwithdrawable 
basis, 

The Bureau of Reclamation since 1952 has steadfastly refused to recommend 
adequate construction of transmission facilities necessary to bring reliable 
Federal. power service to preference customers in western Minnesota. The 
Bureau has failed to recommend to the Congress sufficient transmission facil- 
ities to enable it to dispose of power from the Canyon Ferry plant in Montana 
at rates which will insure repayment of the project cost. 

The 50,000-kilowatt Canyon Ferry plant is one of the newest built by the 
Bureau. It is located in an area where the present needs of the preference cus- 
tomers close by are satisfied, but because the Bureau has insufficient trans- 
mission capacity it is unable to displace Canyon Ferry power eastward to the 
Dakotas to areas where it is badly needed by the preference customers. The 
Bureau is, in the alternative, selling virtually the entire output of the project 
to the Montana Power Co. at 2.5 mills per kilowatt-hour as contrasted with the 
5.5-mill rate for firm power and the 3-mill rate for secondary power which the 
sureau told Congress would be realized from the project. We calculate that 
this dumping of Canyon Ferry power to the Montana Power Co. at the bus bar 
is costing the Government approximately $600,000 per year. 


THE BUREAU OF THE BUDGET 


This year a request by reclamation for funds to begin construction of the 
200,000-kilowatt Yellowtail Dam was killed by the Bureau of the Budget. The 
Bureau of the Budget claimed, in turning down the request, that power from the 
project would have to be sold at rates substantially higher than those now 
prevalent in the area in order to repay the cost of the project, and, moreover, 
that it would not approve the project because the Bureau of Reclamation had 
not asked the Montana Power Co. or the Pacific Power & Light Co. whether 
or not either or both wished to participate in construction of the project on 
a “partnership” basis. 

Actually, the Bureau used extremely conservative figures in calculating the 
feasibility and payout schedule for Yellowtail Dam, and the sole remaining 
question is whether or not the Bureau of Reclamation must assume the full 
burden of obtaining power company approval before being allowed by the 
Bureau of the Budget to initiate construction of new hydroelectric projects. 

If such a burden is to be cast upon the Bureau of Reclamation the possibility 
of its starting any new power projects is remote, if not indeed nonexistent. 
This is especially true in the Bureau of Reclamation area because the Bureau 
already has the elements of a backbone transmission network and no power 
company has ever within our memory willingly allowed a Federal power project 
to go forward within its area unless it were assured of control of the entire 
project output at a company-dictated rate. 

We have never contemplated the Bureau of the Budget as an agency charged 
with responsibility for determining whether or not a particular Federal resource 
development project is economically feasible or as an agency charged with 
reviewing project feasibility studies performed by other agencies normally 
engaged in the construction field. 

Yet right now the Bureau of the Budget is revising its Circular A-47 which will 
dictate to the Bureau of Reclamation and Corps of Engineers new feasibility 
standards for multiple-purpose projects. We understand the new standards 
will be so stiff as to throw many projects into discard and inordinately raise 
power costs at others. This activity seems indeed far afield from problems of 
budgetary management. 

We do not visualize the Bureau of the Budget as an agency to which the 
Congress had delegated the authority to formulate our Federal power policy. 

Yet, at least with respect to Yellowtail Dam and probably with respect to other 
projects, the Bureau of the Budget has refused to approve appropriation re- 
quests for multiple purpose project construction, not on the basis of budgetary 
management considerations, but rather on questions of basic policy and economic 
and engineering feasibility. 

We realize, of course, that it is possible for Congress to appropriate funds 
without a recommendation or approval by the Bureau of the Budget. But, asa 
practical matter, the Congress, once it has set a policy to govern a particular 
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resource development program, relies upon the executive branch including the 
Bureau of the Budget for recommendations as to what appropriations requests 
are required to carry out policy. Congress has decided that we are to have 
multiple purpose river development programs financed with Federal funds for 
the purpose of not only maintaining a vigorous Federal power program but 
also to stimulate the economic development of the area in which the project is 
located. Congress has also decided that power from these projects is to be 
marketed in accordance with preference principles. 

Yet despite the policy set by the Congress in these matters, the Bureau of the 
Budget refuses to recommend certain projects designed to carry out this policy, 
but instead recommends substitute projects to be constructed on a “partner- 
ship” basis from which power would not be marketed in accord with con- 
gressional policy of preference. 


THE PACIFIC NORTHWEST 


In the Pacific Northwest where the Federal Government provides approxi- 
mately 70 percent of the total energy requirements of the area through the 
transmission facilities of the Bonneville Power Administration, and where 
the population has come to rely on the Federal Government for the development 
of its natural resources, the wheels of river basin development have come to a 
complete standstill. The area faces a firm power shortage of 200,000 kilowatts 
by 1960 and 800,000 kilowatts by 1964 unless additional Federal hydroelectric 
projects can be placed under construction. Moreover, the Bonneville Power 
Administrator has stated he could sell an additional 3 million kilowatts of power 
to industry if it were available. This is the equivalent of more than five 
Bonneville dams. In addition, interruptible industrial loads, largely alumi- 
num reduction, have already been heavily curtailed this year. The admin- 
istration has not recommended funds for Federal construction of a single addi- 
tional multiple purpose project for the Pacific Northwest since it took office 
in 1953. 

Instead of actively pursuing a continued program of development under Fed- 
eral auspices, as approved by the Congress, the administration has attempted 
to impose upon the people of the area various so-called partnership schemes, the 
apparent purpose of which would be to divert most of the future resource de- 
velopment benefits of the Northwest into the hands of investor-controlled utility 
companies. 

The proponents of these so-called partnership arrangements proclaim with 
pontifical but impractical righteousness that it is the responsibility of the local 
people to provide their own sources of electric power. They blithely avow that 
their plans for partnership development would allow all local groups, private, 
public, and cooperative to participate in the construction of these multipurpose 
projects. 

Practically, the effect of the administration partnership policy would be to 
turn the river basin development programs of the Northwest over to the control 
of electric utility companies. Most of the partnership proposals call for the 
expenditure by local groups of millions of dollars to help defray the cost of 
building these projects. The power benefits would then be divided roughly in 
proportion to the contribution by the local groups to construction costs. Only the 
bigger utility companies have the financial resources to make these larger contri- 
butions to construction costs and they in turn would be entitled to the benefits. 
They would control the power from these projects at the bus bar. The municipali- 
ties, public utility districts, and the rural electric cooperatives would get little, if 
any, benefits. Preference, as repeatedly expressed by the Congress, would be dead 
in the Northwest, and the great wealth of the Columbia River Basin system 
would flow to the major utility companies and to their shareholders. Eventually, 
because of the increased capital cost to these companies and because preference 
customers would no longer be able to depend on Federal power for growth, the 
entire economie activity of the area would be stifled by inadequate energy and 
by higher power rates. 

The development of electrochemical industry that has taken place in the 
Pacific Northwest over the past 2 decades can be sustained only by low-cost 
hydroelectricitv—2 to 3% mills per kilowatt-hour. 

The administration, instead of encouraging and recommending construction 
of the 1-million-kilowatt Federal project at the Hells Canvon site is effectively 
backing construction of a 200,000-kilowatt Idaho Power Co. plant at the same 
site, which would produce not at the 2 to 3% mills required by the economy of 
the area, but at approximately 7.6 mills. 
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The investor-owned utility groups in the Pacific Northwest enthusiastically 
support these administration proposals for so-called local partnership arrange- 
ments. Indeed, one of these partnership bills introduced in the Congress last 
year would have provided for local participation in the construction of the 
1-million-kilowatt John Day Dam admittedly represented the thinking of the 
Portland General Electric Co. A similar partnership bill for local participation 
in construction of John Day has been introduced this year with apparent 
administrative backing. The utility companies proclaim all agencies—private, 
municipal, and cooperative—can participate. The bill would require the local 
groups to contribute $273 million to construction costs. Three major utility 
companies, Portland General Electric Co., Pacific Power & Light Co., and Wash- 
ington Water Power Co., have said they will put up the whole $273 million and 
more if needed. Where does that leave the preference customers? 

Also, in the Pacific Northwest, the administration has negotiated 20-year con- 
tracts between the Bonneville Power Administration and private utility com- 
panies. The new contracts effectively subjugate all additions to industrial loads 
served directly from Federal dams to the prior claims of not only preference 
customers but also of private utility companies. In addition, the contracts 
restrict. to 10,000 kilowatts per year, new industrial load which may be served with 
Federal power by preference customers. Previously, service to industrial loads 
by preferred agencies was limited only by the availability of Federal power. 

The utility companies are hungry for low-cost power in the Pacific Northwest 
where steam-electric construction and operation costs are high. 

The administration’s partnership plans place them in a position to undertake 
construction of some of the large projects. The destruction of the comprehensive 
Federal plan for development of the Columbia River Basin system, as approved 
by Congress, the raising of power rates generally throughout the area with its 
eertain depressive effect on industrial growth, and denial of resource develop- 
ment benefits to the preference customers of the area would not long prey on 
the conscience of these companies. They encourage and support the adminis- 
tration policies which would destroy the effectiveness of the Federal power pro- 
gram and return control of the area’s economy to the corporate investor 
groups. 

THE SOUTHWEST 


Particularly in the Southwestern States of Oklahoma, Missouri, Arkansas, 
and Louisiana, the policies and practices of the Interior Department seem to go 
hand in glove with the avowed purposes of the privately owned utility com- 
panies to control the resource development and economic activity of the area. 
Here, despite an areawide shortage of Federal power, the administration is 
refusing to recommend appropriations for new hydro projects, is raising rates on 
such Federal power as is available, and declines to ask Congress for funds 
necessary to honor contracts entered into in 1950 between SPA and several REA- 
financed G-T cooperatives, and the latter despite the fact that the co-ops have 
invested $70 million of REA funds in reliance upon those contracts. The farmers’ 
electric cooperatives have been faced, since the inception of the program, not only 
with extremely high wholesale power costs in many instances, but also with an 
actual shortage of power at any price. There are whole counties in Missouri 
and Arkansas where there is not even a single commercial power company 
transmission line. 

Rural electric systems have had to purchase power in these areas from the 
municipalities, who themselves have been hard pressed to meet their own 
expanding loads—or purchase from outside and bring it in. 

With the advent of Federal power from the Denison and Norfolk Dams and 
later from Bull Shoals and other projects, preference customers were able, with 
the assistance of the Southwestern Power Administration, to materially reduce 
wholesale power costs and to secure adequate supplies for the first time. Twenty- 
two rural electric systems in the Southwest purchase all or a portion of their 
wholesale requirements directly from the transmission system of the South- 
western Power Administration or through wheeling and power exchange agree- 
ments between SPA and commercial utility companies. In addition, the com- 
petitive effect of SPA power which has existed until this year has materially 
reduced the rates charged our people by the utility systems in areas adjacent to 
those where SPA power has been available. These lower rates help to reach 
more people. 

SPA has traditionally followed from the date of its establishment by the 
Secretary of the Interior, a policy of purchasing thermal energy from rural 
electric systems and private utility companies for the purpose of intermingling 
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it with its own hydroelectric capacities to maximize the availability of firm 
power for preference customers in the area. 

The situation is now reverting back to the days before the Federal dams were 
built. This year, the Interior Department has applied to the Federal Power. 
Commission for approval of a higher rate schedule for SPA power. Moreover, 
the Department has uow abandoned its policy of purchasing the maximum 
economical amount of thermal energy for firming purposes and has set up its 
revised rate schedule to encourage the use of Federal power for peaking pur- 
poses and to discourage its use by preference customers for their around-the- 
clock loads. 

The new SPA rate schedule will penalize those customers who purchase firm 
power from the system and will initially grant a 25-percent discount from the 
established rate for those who purchase peaking capacity. 

Over a year ago the SPA Administrator told the distribution cooperatives 
served from his system that SPA was no longer in a position to provide them with 
sufficient power to meet their growing loads. It was recommended that they 
contact traditionally unfriendly utility companies for supplemental energy. 

In spite of this obvious shortage of Federal power to meet the needs of cus- 
tomers already connected to the SPA system, the administration has requested 
no funds in its budget for the fiscal year 1956 to initiate construction of addi- 
tional hydroelectric projects in the Southwest nor, except for one isolated in- 
stance, were funds requested to continue planning for those projects not yet 
ready for immediate construction. 

Many commercial utility companies in the Southwest initially opposed con- 
struction of all Federal hydroelectric projects. They even went so far to insist 
that it was impossible to construct a project to simultaneously provide for flood 
control and power benefits. This obviously absurd theory was soon exploded as 
multipurpose projects throughout the country provided not only flood-control 
power but also navigation, irrigation, and recreational benefits. 

Power companies in the Southwest then changed their tactics and now condi: 
tionally support multipurpose project construction, but demand the entire output 
of each project be sold to them as peaking capacity rather than to be integrated 
with the existing SPA network for the benefit of the preference customers as set 
out in congressional policy. 

Power companies in the Southwest contend that marketing in accordance with 
eongressional mandate of preference law is uneconomic. They claim that the 
project power must be marketed solely as peaking capacity. They challenge 
the Government’s authority to purchase thermal energy for firming the hydro 
and the present administration, presumably in full agreement, -has redesigned 
the SPA rate structure to favor the sale of peaking capability at the expense 
of continuous energy required by the co-ops and municipalities. 

Many of the rural electric systems in Missouri and Oklahoma banded together 
in 1950, borrowed about $70 million from the Rural Electrification Administration 
and constructed steam-generation plants and associated transmission facilities to 
provide themselves with a source of wholesale energy which had not been pre- 
viously available. 

Contracts were entered into between the generation and transmission coopera- 
tives and the Southwestern Power Administration which provided for the full 
integration of the cooperative and Federal facilities so that each could operate 
at its maximum operational efficiency, thereby providing the cooperatives with 
lowest possible cost wholesale energy and the Southwestern Power Admin- 
istration with firm marketable power to serve its growing load. 

These contracts between the G—T co-ops and SPA have been opposed by the 
power companies from the very start. The companies attacked them before State 
regulatory commissions, before committees of the Congress, and in Federal and 
State courts. One of the G—T cooperatives, located in Arkansas was killed by 
the Arkansas State Supreme Court under power-company pressure. 

Ten of the power companies in Missouri acting through the Cleveland, Ohio, 
utility company law firm of Baker, Hostetler & Patterson, attacked the validity 
of the contracts in the United States Federal courts. However, only a few 
weeks ago, the United States Court of Appeals for the District of Columbia 
dismissed the power-company complaint thereby upholding the validity of the 
contracts. The companies have been denied a rehearing by the appeal court, 
but it is anticipated they will seek certiorari to the United States Supreme 
Court. 

Despite the fact that the validity of these contracts has been upheld in the 
Federal courts, the present administration, through the Department of the 
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Interior has announced its open hostility toward the principles embodied in 
them and has refused to recommend that the Congress appropriate funds to 
earry them into effect, even though they would cost the Federal Government 
nothing. 

By contrast, during the very period while the utility companies throughout 
the Southwest have been attacking the validity of these contracts, the Interior 
Department has openly avowed its opposition to them and has brought tre- 
mendous pressure on the generation and transmission cooperatives to abandon 
the principles of the 1950 contracts and to integrate themselves with the very 
utility companies which are attacking their existence. The administration has 
attempted to pressure these generation and transmission systems into signing 
contracts which would effectively double their $70 million debt by raising whole- 
sale power rates beyond reasonable limits. In attempting to force integration 
of the generation and transmission cooperatives with commercial utility com- 
panies:in the Southwest, the Department has indicated its willingness to use 
the generation and transmission systems as a vehicle by which to dispose of 
major blocks of SPA hydropeaking capacity to commercial utility companies 
acting as the agents of the generation and transmission systems, completely 
disregarding the preference law as enacted by Congress. 

Agreements of the type which Interior has insisted upon would destroy the 
integrity of the generation and transmission cooperatives and merge their identity 
with that of commercial utility companies. 

This unfortunate pattern of raising Federal power rates, refusing to place 
additional Federal hydroelectric projects under construction, openly opposing 
the covenants of power-exchange agreements between the Interior Department 
and the generation and transmission cooperatives, declaring that the Federal 
responsibility is limited to the sale of such capacity as is available from the 
projects without the purchase of firming energy, and pressuring REA-financed 
generation and transmission cooperatives into contracts which can ultimately 
only result in their destruction, has already had its effect. 

In Arkansas, the Arkansas Power & Light Co. has petitioned the State 
commission for a wholesale rate increase to the rural electric co-ops that will 
amount to between 1.16 and 2 mills per kilowatt-hour, depending upon fuel 
costs. In Louisiana, the Gulf States Utility Co. has inserted fuel clauses in 
its contracts with cooperatives raising rates an average of 1.6 mills per 
kilowatt-hour. 

In this area the failure of the administration to pursue those principles which 
have been proven as axiomatic to a successful Federal power program has, in 
the. short space of 2 years, almost completely vitiated the entire effect of the 
Federal. power in the Southwest, has set back by several decades the attempts 
of the rural electric systems to secure adequate wholesale power at reasonable 
rates, and will, if continued, ultimately turn the entire benefits from the existing 
Federal SPA system over to the nonpreference utility companies. 


THE SOUTHEAST 


In North Carolina and Georgia, the administration has, for over 2 years, 
abandoned the established principle of successful Federal power marketing— 
adequate transmission facilities—and has abortively attempted to market power 
exclusively by contractual arrangements with commercial utility companies. 
Despite the pleas of the rural electric systems in North Carolina and Georgia, the 
Interior Department refuses to request transmission lines to market power from 
the Clark Hill and John H. Kerr Dams. The Carolina Power & Light Co. and 
the Georgia Power Co. have consistently refused to wheel power from these 
projects to preference customers for the account of the Government and demand 
that the output be sold to them at the busbar. 

Our people from North Carolina and Georgia have appeared before the sub- 
committees of the Congress for several years and asked that funds be appro- 
priated for at least a minimum of Federal transmission construction programs 
in these States to jar the power companies loose from their reactionary refusal 
to wheel power for the account of the Government as do other power companies 
throughout the country. The Congress thus far has refused to appropriate any 
funds whatsoever for transmission facilities in North Carolina and in Georgia, 
and we think, to a large extent, has relied on the testimony of the Secretary of 
the Interior in this respect. Appealing before the House subcommittee consider- 
ing Interior appropriations for fiscal 1954, on February 24, 1953, Secretary of 


the Interior Douglas McKay stated at that time, over 2 years ago, that 1 of the 3 
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decisions on power which he had to make in his first few months in office and 
which, according to the Secretary, was a very controversial decision upon which 
his administration would stand or fall on the idea of power, was the Georgia 
Power Co. case. 

Last year, on Thursday, January 21, 1954, the Secretary of the Interior again 
appeared before the Subcommittee on Interior Department Appropriations of 
the House of Representatives and in his prepared statement said his Depart- 
ment was not proposing construction of transmission facilities in the Southeast : 

“Tt is believed that arrangements can be made in addition to those already 
made with private utility companies and preference customers for the disposal 
of Government power in an economical manner in accordance with the prefer- 
ence provisions of law * * *. It is expected that long-term arrangements Can 
be made for the disposal of this power through facilities of operating utilities 
in the area to mutual advantage of all concerned.” 

According to the best information available to us, the Department of the In- 
terior has not signed one long-term arrangement for disposition of SEPA power 
since Secretary McKay took office. 

The Department of Interior has attempted to compel the cooperatives to accept 
the Georgia Power Co. proposal. This has been true even though the Department 
of Interior has had an opinion from Attorney General Brownell since July 15 
declaring the contract illegal. This is one of the most flagrant calloused attempts 
to flout the will of the Congress in the history of the Nation. 

On July 15, 1955, after months of efforts on the part of the Department of 
Interior to persuade the rural electric cooperatives to sign what was in effect 
a contract written by the Georgia Power Co., the Attorney General, in a long 
detailed opinion said: “For the reasons stated above, it is my opinion that section 
5 of the Flood Control Act of 1944 does not authorize the Secretary of the Interior, 
under the circumstances here presented, to enter into the proposed contract 
with the Georgia Power Co.” 

The officials of Interior held this opinion in strict secrecy for about 3 months 
and finally produced it upon demand by the Chudoff committee. In the mean- 
time Interior continued to press the cooperatives to sign a contract which had 
already been declared illegal. 

Mr. Chairman, I would like to have the permission of the committee to submit 
a copy of Mr. Brownell’s opinion for insertion in the record, and I would like to 
insert in the record a resolution passed by the delegates to our regional meeting 
in Washington, October 17-18, 1955, in which they demand the resignation or 
removal from office of the top Interior officials. (See exhibit B.) 

As a result of the attitude of the Department of Interior not only have the co- 
operatives in North Carolina and Georgia been denied the benefits from the Fed- 
eral power facilities in their States, but the Government is losing from $400,000 
to $600,000 per vear in revenue from these projects. Without permanent con- 
tracts for the sale of power from the John H. Kerr and Clark Hill Dams, the 
United States is losing the capacity charged on one-third of the former project 
and upon one-half of the latter project. In each case, the Department is seem- 
ingly unwilling or unable to take any action opposed to the expressed wishes of 
the power companies in these areas. 


SUMMARY AND CONCLUSION 


A Federal power construction and marketing program to be successful must 
supply an element of regulatory competition in an industry that is 80 percent 
monopoly owned and controlled, and must provide for resource development in 
a manner which will assure that individual citizens, and their nonprofit groups, 
ean realize the benefits of the program without being required to pay tolls to 
intervening third parties merely because the third parties enjoy a monopolly 
position. 

Neither of these results can be achieved independently of the other. Without 
a vigorous program of Federal power development and marketing, the small 
nonprofit distributors of electrictiy—the rural electric systems, power districts, 
and mvnicipalities, i. e., the people served by them—will be unable to enjoy the 
benefits of water resource development. And in the absence of nonprofit distrib- 
utors, the Federal power marketing agencies would be frustrated in any effort 
to provide an element of regulatory competition. Indeed the Government agen- 
cies would not even be able to sell the power for its real value, because there 
would be only one customer for their product, the local commercial utility 
company. 
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Thus, in the American pattern of economic development, the Federal Govern- 
ment has, historically, in all of its resource development programs, and espe- 
cially with respect to electric power development, adopted a policy of utilizing its 
proprietary business activities to achieve the leavening effect of competition 
in an otherwise monopolistic controlled market without endangering existing 
investor-owned business enterprise. 

This is not an easy task because there are powerful forces, perhaps more 
evident today than ever before, which would remove the Government from all 
proprietary activities that in any way threaten complete monopoly coutrol of 
the electric industry. 

We feel that the Federal power program has successfully provided a badly 
needed: eqmpetitive factor in the electric industry. For instance, the Federal 
yovernment is generating only about 11.3 percent of our country’s total power 
production, and it is not distributing that power but is selling it to local public 
agencies, private power companies, industries, electric cooperatives and to 
Federal agencies, such as air bases, ete. Actually the Federal Government itself 
is the biggest purchaser of electric power in the world. 

The Federal power program has developed over a 50-year period, and, as with 
any successful enterprise, the successful basic policy concepts and administrative 
practices required to effectuate them have become clearly established. It is these 
successful policy concepts and operating practices which are under attack by 
those who seek to destroy the Federal power program—and with it the rural 
electrification program in many areas. (About one-third of the consumer-owned 
rural electric systems obtain their power supply from the Federal dams.) 

What are these principles which have become axiomatic to the success of our 
Federal power program? 

(1) The Bederal Government must maintain a rate of construction of feasible 
multiple-purpose river basin development projects adequate to insure that the 
total installed capacity of Federal electric plants remains an appreciable portion 
of the Nation’s total installed capacity. The electric utility industry is one of 
the fastest growing in the Nation, and unless the Federal power generation also 
expands, it will soon cease to be of significance in view of the rapidly rising 
quantities of privately controlled capacity. 

(2) Power and energy from the Federal wholesale power system must be 
marketed in accordance with long-established preference principles of Federal 
power legislation. Preference simply means that the local people through their 
nonprofit municipal, power district and rural electric distribution systems are 
afforded a continuing first opportunity to purchase power produced at Federal 
projects. This principle of power marketing is in conformity with 100 years of 
resource development precedent. It is a policy parallel to that which governed 
the homesteading of western lands by individual homesteaders rather than by 
sale ar virtual gifts to large corporate groups for profit purposes. It is the only 
effective policy which allows tift small nonprofit distributors of electricity—and 
through them the individual ctiizens—to participate in the Federal program. 
And it is this participation of the small nonprofit groups which provides the 
competitive factor at the retail level. 

Nearly every piece of major Federal power legislation enacted within the past 
50 years has expressly provided for marketing first to consumer-owned electric 
systems * and then to private utility companies. The commercial companies have 
complained bitterly of this provision of the law. Yet even under it operation 
they purchase approximately 20 percent of all energy generated at Federal 
dams whereas the rural electric systems purchase only 6 percent. Without prefer- 
ence, the rural electric systems would be able to purchase practically no Federal 
power because their financial resources and physical size prohibit construction 
by them of major transformation and transmission facilities in competition with 
commercial utility companies. 

(3) The Federal Government must coustruct and operate the high voltage 
transmission facilities necessary to integrate individual hydroelectric projects 
and to deliver appreciable portions of their output to the load centers of prefer 
ence customers. Construction of Federal transmission facilities is necessary to 
secure adequate revenue from the sales of power to repay the cost of the projects 
and to assure that equitable quantities of energy can be sold by the Government 
to the so-called preference customers. In the absence of Federal transmission, 
the Government is faced with the problem of marketing power from isolated hy- 


* First public bodies, later broadened to include co-ops. 
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droelectric plants, the output of which only the local commercial utility company 
is in a position to take. And the total output of firm power would be less. The 
company would thus enjoy the position of a monopoly purchaser and use its bar- 
gaining advantage to drive down the Federal revenue, simultaneously obtaining 
extremely low-cost power for itself and denying any benefits of the project to the 
preference customers entitled to them under law. 

(4) The Federal Government must in most instances, purchase or generate 
some thermal energy to supplement the hydroelectric capacity of the Federal 
system so that the maximum amounts of firm power can be made available for 
the benefit of preference customers in the area. Most hydroelectric generating 
stations are characteristically peaking plants. That is, their output is best used 
to meet the peak load of interconnected area networks. The Government can 
usually obtain the most lucrative revenue to repay the cost of a project by using 
the output of its projects as peaking capacity. 

However, the rural electric systems and other preference customers cannot use 
undiluted peaking capacity to meet their around-the-clock loads. They must 
have continuous energy. Federal power marketing agencies, therefore, have from 
the beginning faced the problem of having for sale power most valuable for its 
peaking characteristics while being under a legal mandate to sell to preference 
customers. 

Until very recently, most of the Federal power agencies have traded their 
peaking capacity to local commercial utility companies in exchange for steam 
energy supplied by these companies. By intermingling mutually complementary 
lydro and steam energy, the Government agencies have been able to make large 
biocks of firm around-the-clock power available to preference customers. 

The general rule is that it is economical for the Government to purchase firm- 
ing energy up to a point where the cost of its hydro capacity plus the cost of 
purchased firming energy is equal to the rate charged the preference customers 
for around-the-clock service. 

These then are the policies which have previously operated to promote a suc- 
cessful Federal power program: An adequate construction program to main- 
tain total Federal capacity as an appreciable portion of total national capacity ; 
a marketing preference to nonprofit distributor groups; construction by the Fed- 
eral Government of transmission facilities to integrate Federal generating sta- 
tions and deliver appreciable portions of their output to preference customers, 
and purchase of maximum economical amounts of firming energy. 

I have tried to show how, since the advent of the present administration, each 
of these principles of Federal power marketing has been appreciably modified b) 
administrative action of the agencies of the executive branch responsible for 
Federal power activities. 

The investor-owned companies are demanding absolute monopoly. They are 
afraid of a little element of competition from low Federal wholesale power rates. 
They are afraid of a yardstick which will make,a~vailable to the people and the 
Congress the basic facts concerning the costs and operating practices of utility 
system operation. The adminstration recommends no new starts so that the 
competitive effect of Federal power will soon be lost. The power companies de- 
sire to control at the bus bar the entire output of such Federal projects as exist 
or are under construction. The administration recommends bus bar sales to the 
power companies. The utility companies desire to stop the REA- G: and T. pro- 
gram and wreck the G. and T. cooperatives in existence, contrary to the will of 
Congress as expressed in many laws. The administration refuses to honor con 
tracts for power exchange with the G. and T. cooperatives and pressures them 
to integrate with utility companies and destroy their integrity. The utility com- 
panies would deny the benefits of Federal power to preference customers. The 
administration refuses to request appropriations for the construction of trans- 
mission facilities to deliver these benefits to the preference customers. 

It seems to us that the revised power policy of the present administration indi- 
cates an attempt to undermine 50 years of an established successful resource 
development program and to divert the benefits of the existing program to 
investor-owned groups and to remold and modify the program as it emerges 
in the future to place it under the complete control of the same groups. 
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Mr. Chairman, the question is what forces and factors have brought about 
these basic changes in Federal power policy; the changes that have converted 
an established policy of encouraging partnership between the Federal Govern- 
ment and its citizens, as represented by nonprofit groups, into a policy favoring 
exploitation of our natural resources, for profit purposes, by specialized interests. 
The new policy is one which will deny to the citizens the benefits of water resource 
development. 

We can only conclude that these policies espoused by the present administration 
are the result of the tremendous campaign of propaganda being waged with rate- 
payers’ money by the major electric utility companies, both individually and 
through their well-financed national organizations. 

For instance, it is our best information that the National Association of Elec- 
trie Companies distributed among its membership last winter a proposed bill 
specifically designed to completely codify our Federal power policy in accord- 
ance with the thinking of the privately owned utility industry groups. The 
proposed bill would: 

(1) Declare that it is the primary responsibility of local enterprise to 
supply electric power and energy needs. and that the United States, before 
constructing any facility for the generation of power and energy, must first 
allow local enterprise to build the project, or in the alternative, allow local 
groups to lease and operate the power facilities ; 

(2) provide that contracts with local enterprise to carry out the provi- 
sions of (1) above would initially run as long as 40 years, and unless the 
contractor were in default, would run for an additional period up to 20 
years; 

(3) would prevent the United States from in any way acquiring or devel- 
oping any facility, the primary purpose of which is to generate electric power 
for disposition to the public; 

(4) would prevent the United States from purchasing the output of any 
such plant, project or dam for disposition to the public, except in an emer- 
gency situation ; 

(5) would prevent the Federal Government from constructing any trans- 
mission facilities where local enterprise was willing to furnish such facilities ; 

(6) would eliminate from the law the preference principles of Federal 
power marketing ; 

(7) would confer upon State regulatory commissions or local regulatory 
commissions jurisdiction for determining appropriate rates for the distribu- 
tion and resale of all electric power and energy sold by the United States. 

If this type of legislation were enacted by the Congress, the Federal power 
program would be atanend. The private utility companies would be in a position 
to dominate the development of our waterpower resources. It would abolish 
every one of the concepts that history -has shown as necessary to a successful 
Federal power program. 

The parallelism hetween legislation of this type discussed by utility com- 
panies throughout the country, the recommendations of the Hoover Commission, 
and the policies and attitudes of the Federal power agencies under the present 
administration is indeed striking. We can only conclude the administration’s 
power policies reflect the thinking. of the utility companies, and that those in 
the. executive branch responsible for the management of our water resource 
development program are imbued with the idea that the future economic and 
social development of our Nation must be based on greater and greater -profits 
for the investor-owned utility systems. 

We feel that this subcommittee has the opportunity to discover the reasons 
for the present administration’s Federal power policy which so closely expresses 
the desires of the utility industry and the Hoover Commission. 


SeEcTION IV 


Exhibits to accompany statement of Clyde T. Ellis, executive manager, National 
Rural Electric Cooperative Association, before the Task Force on Water Re- 
sources and Power of the Commission on Organization of the Executive branch 
of the Government, New York, N. Y., June 14, 1954 
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ExnHisit 1. UrGING PusLic HEARINGS AND FAIR TREATMENT BY THE NEW 
Hoover COMMISSION 


Whereas there has been formed a commission commonly known as the Hoover 
Commission to examine the administration of the agencies of the Federal Gov- 
ernment and to make policy recommendations concerning the functions of the 
lederal Government, and there has been created a task force of this Commis- 
sion on water and power to examine in particular the administration and. policy 
of the agencies of the Federal Government concerned with power such as the 
tural Electrification Administration, Department of the Interior, and the Army 
Corps of Engineers: Now, therefore, be it 

Resolved, That the Commission be urged to enlarge the size of the Task Force 
on Water and Power so as to provide for adequate representation of public and co- 
operative groups which at the present time are not represented on that task force ; 
and be it further 

Resolved, That it is essential in a democratic government that the people have 
the right to present their views before a commission with such sweeping author- 
ity. Therefore we strongly urge that the Commission permit us sufficient time 
to present our views before the full Commission and also the Task Force on 
Water and Power (1954). 


ExHIisit 2, COMPARISON OF Gross INLAND CONSUMPTION OF COMMERCIAL SOURCES 
OF ENERGY, UNITED STATES AND OTHER AREAS, 1950" 


(Coal equivalent] 


Total Per capita 


| Percent of Percent of 


7 aly 
Millions of 


United | United 
States States 
total total 


metric tons 
United States___....-- , . 1, 139.9 
eee bielecuied 89.5 
a Ps SE eee eee rye ere ee 65. 5 
Europe (excluding U.S. S. R.)-_-- - 780. 8 
Africa___- aoe Oe 39.7 
Asia (excluding U. 8. S. R.)-- 172. 4 
SES a eer reer aikiges .Oaead 32.0 
U. 8. 8. R. and other-__-- 356. 1 


Metric tons 
7. 51 

6.47 

41 

1. 99 

. 20 

.14 

2. 86 

1. 78 


= 


Nae ONO ee 


1 Gross inland consumption is the calculated consumption of fuel and power after deduction of fuels used 
in overseas bunkers. Commercial sources of energy corsist of anthracite and bituminous coal, pitch coal, 
brown coal and lignite; petroleum, sale oil and natural gasoline; natural gas; and hydro and geothermal 
electric power. The noncommercial sources, largely or wholly used by producers, include peat, bagasse, 
fuel wood, lumber-mill wastes, dung, and other wood and agricultural wastes. Production and consump- 
tion of noncommercial sources of energy are estimated to have been 592 million metric tons in 1949, 285 
million metric tons in Asia alone. 

2 Per Capita figures for Australia and New Zealand only, 


Note.—Unitei States consimei 46.6 percent of total world consumption. United States per capita 
consumption was over 6 times the world average. 


Source: United Nations, 
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ExHIsIT 3. THE THREE WORLDS OF SPACE, PEOPLE, AND INDUSTRY 


THE THREE WORLDS OF SPACE, PEOPLE AND INDUSTRY* 


*SOURCE: Zimmermann, Erich W., "World Resources and Industries" 
p. 97 


ExuHisit 4. UrGING ABOLITION OF REA ALLOCATION FORMULA 


Whereas the formula in the existing act governing the allocation of REA 
loan funds has ceased to serve either an essential or useful purpose but has 
become, instead, an impediment to the simple and economical administration 
of this program: Now, therefore, be it 

Resolwed, That we urge the Congress to delete the allocation formula from 
the act and stipulate that the allocation of loan funds be left to the discretion 
of the Administrator of REA (1953). 


70818—56—pt. 5——13 
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Exureit 5 
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Exuisit 6. DEFENDING THE FEDERAL-LOCAL PARTNERSHIP AND OPPOSING SALE OF 
REA NOoveEs To PRIVATE INVESTORS 


Whereas H. R. 99, by Congressman Dirksen of Illinois, in substance would 
require the Reconstruction Finance Corporation to sell the notes and mortgages 
of the REA borrowers in the open market ; and 

Whereas legally and morally the relation between the REA and each of its 
borrowers is in substance that of a partnership; and 

Whereas it would be a breach of faith, duty, and moral ethics for one partner 
to force involuntary dissolution of the relationship existing and substitute for 
the retiring partner to the agreement others who might well be hostile to all 
purposes, aims, and intentions of the original partner; and 

Whereas the United States Government is receiving interest on these loans to 
the extent that a profit is being made on them and no valid reason existing for 
selling these Government obligations; and 

Whereas to do so would destroy the REA program’s spirit and future, and 
would make cooperatives and rural public power districts subservient to the will 
of vested private interest: Now, therefore, be it 

Resolved, That this fifth annual meeting of the National Rural Electric 
Cooperative Association does unanimously, vigorously, and insistently condemn 
this proposed legislation, and does respectfully request that the Congress shall 
reject the same. (1947.) 


EXHIBIT 7. PRODUCTION OF ELECTRIC ENERGY, CLASSIFIED BY OWNERSHIP OF PLANT, 
1920-51 


[Million kilowatt-hours] 





Federal Coopera- 
tive 
= Non- 
Munici- | | power naa’ 
pal | Bureau districts, ed teal cei 
of Rec- | Other | State | *™™”™ ; hi . 
| lamation | projects ; Sp 


| 
| 


All as 

All Privately — ‘public 
public owned | : output 
of total 


Year 


1, 373 | 58 | 0 04 163 , 689 | 
, 422 | 5: 0 88 | 162 , 725 
, 637 56 0 103 177 , 973 
, 851 ) 0 90 180 
, 940 | f 0 | 161 189 
302 5¢ 45 172 189 
832 ( 439 335 188 
O51 | 564 | 536 243 
245 ‘ 222 612 373 
498 2 72 | 451 418 
604 | 518 | 416 
435 35! 421 | 401 
517 29: 572 371 
583 654 377 
834 5 205 | 423 
229 56 32 442 
705 28: 89 | 444 
270 4 73 
5, 237 ‘ ; 462 
5, 688 2, 2, 784 456 | 
3, 188 3, 2 5, ,175 | 479 

, 023 : 490 

, 610 5, 893 576 
9, 223 24, 485 648 
9, 637 28, 866 770 | 
9, 624 28, 001 790 

, 801 26, 960 800 
2, 415 29, 877 831 
3, 123 35, 373 838 
3, 410 38, 102 832 
5, 244 40), 388 857 

, 617 44, 120 

' 
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Source: Federal Power Commission. 
ExuHisit 8. FAITH IN DEMOCRATIC GOVERN MENT 


Democratic government is a creation of a free people, designed to maintain 
peace and order, to protect life and property, to perform services and functions 
which either would not or could not be performed by individuals or private 
organizations or which in the judgment of the people can be done better by 
government, or which are so vital to the public welfare that the community does 
not feel justified in leaving responsibility to individuals or private organizations. 
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To carry out these functions and achieve these aims, the people of this Nation, 
over a period of several centuries, through their elected representatives at all 
levels of government, evolved programs and policies. 

In recent months, certain vested interests have advanced plans and proposals 
which, if agreed to by public administrators and the Congress, would result 
in the virtual dismantling of the Federal Government. 

These proposals range from demands that the public domain and the national 
forests be turned over to private corporations for exploitation to demands that 
the great resource development projects like Tennessee Valley Authority, Bonne- 
ville Power Administration, and others be given away or sold to private corpora- 
tions. Some have urged that Government lending agencies like Rural Electri- 
fication Administration be abolished and their functions left to wither. Others 
have urged that the Federal Congress abdicate its responsibilities for the com- 
mon welfare and cede its authority, responsibility, and functions to other politi- 
eal units with no guaranty that the recipients could and would carry out long- 
established policies designed to protect and preserve the commonwealth. 

Now, therefore, be it resolved, That members of the NRECA reassert their 
faith in democratic government and in our ability to control and direct our 
officials, and that we express our vigorous opposition to these proposals which 
are in effect a barehanded raid on the commonwealth. 

In line with our long-established policies, we express our firm opposition to 
the proposals for transferring ownership or control of public resources, particu- 
larly hydro facilities or potential hydro sites, to corporate ownership for exploi- 
tation for private profit. 

We reaffirm our support for public lending agencies, particularly REA, which 
has and must continue to perform functions which no private organization can 
or will perform. 

We decry the efforts of great investment and corporation groups to erode 
away the faith of our people in democratic government, and we wish to issue 
solemn warning to our own people that such an effert is underway. 

And we urge the Congress to stand vigilant guard over the resources of the 
commonwealth and the sovereign powers which the people of this country have 
delegated to it, and we urge that the Congress refuse to transfer our resources or 
delegate its power to private corporations or other organizations not subject to 
democratic control. (1953.) 


ExHIBIT 9 
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GENERAL OFFICE 
TAXES 


12% 





1% 


PERCENT OF REVENUE SPENT BY 
DISTRIBUTION BORROWERS ON OPERATING EXPENSES 
CALENDAR YEAR 1952 
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EXHIBIT 10. STATEMENT OF FEDERAL POWER POLICY ADOPTED BY THE NATIONAL 
RvuRAL ELectric COOPERATIVE ASSOCIATION, Fesruary 1, 1951 


A midcentury review of present policies with certain proposals relating to the 
development and control of electric power by the Federal Government and a 
means of conserving natural resources, developing the national economy and 
promoting national security 


Eprror’s Nore.—Background of the preparation and presentment 
of this statement deserves mention. During the midyear board of 
directors meeting of the National Rural Electric Cooperative Asso- 
ciation in July of 1949, an extensive study and review of the legal 
basis and administrative policies of the Federal Government in the 
development of electric power resources was proposed. Particular 
attention was directed to principles in the disposition of wholesale 
power produced by the Federal Government. 

A month later the association’s president, Clark T. McWhorter, of 
Blair, Okla., presented a general statement of the preliminary find- 
ings before the American Institute of Cooperation at Madison, Wis. 
During the following 18 months, more intensive research was carried 
on to segregate all the elements of administrative practices, judicial 
decisions, and laws adopted by Congress affecting Federal power 
policies. These elements were then related and examined to develop 
a comprehensive and consistent Federal power policy pattern. 

The NRECA board of directors approved, with modifications, the 
first drafts of this pattern in March and July of 1950. The associa- 
tion’s executive committee subjected these drafs to further consider- 
ation at meetings in May and November of that year. 

The final statement had been revised, expanded and modified sev- 
eral times to reflect the real views of rural electrification leaders 
throuhout the Nation during the 18 months it was in preparation. 
In this form, it was distributed to all member systems of NRECA 
before the association’s 1951 convention convened in Cleveland, Ohio. 
It was posted for consideration of all voting delegates before being 
presented for adoption there. The statement received unanimous 
approval of the convention, and has ben described as a “fair and rea- 
sonable policy to which all elements can subscribe.” 


INTRODUCTION 


A study of Federal legislation and court decisions of the past 50 years 
relating to the interest of the Federal Government in the production and dis- 
tribution of electric power reveals basic principles which form the foundation 
for the Federal power policy as outlined herein. Because of the very nature 
of the Goternment’s programs of river development, this policy is not-statie and 
inflexible; on the contrary, like the projects in which it finds expression, the 
policy is dynamic and constantly growing. 


“IN A NUTSHELL” 


The etablished power policy of the United States embraces the development 
of our country’s potential hydro power and its sale and delivery at wholesale to 
load centers at the lowest possible cost consistent with sound business principles, 
first to public bodies and cooperatives and then to others. 

Multipurpose dams: River development projects undertaken by the Federal 
Government should include optimum benefits of flood control, irrigation, soil and 
forest conservation, power production, improvements to navigation and municipal 
water supplies, stream pollution abatement, promotion of fish and wildlife re 
sources, recreational and cultural facilities, salinity control, etc., emphasis to 
be placed on the development of those benefits which best suit the economic needs 
of the greatest number of people. 

(In undertaking the development of flowing surface waters there seems to 
be no-reasonable justification for neglecting to develop or to make possible future 
development of all benefits to be derived from such waters.) 

Planning for ultimate development: Comprehensive plans for the ultimate 
development of the principal river basins should be undertaken and completed 
as soon as practicable and no public or private works should be undertaken 
which would not be in harmony with such plans. Concomitantly, studies of 
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secondary river basins, adjacent to the principal river basins or to each other, 
should be made on a regional or other geographic area basis to determine which 
streams when fully developed would contribute greater benefits to the national 
welfare than they do in their natural or present state of development. Compre- 
hensive plans for the ultimate development of such streams should likewise be 
formulated as soon as practicable. 

(This proposed planning is a necessary adjunct to a well-rounded power pro- 
gram as well as to all other programs of water-use development. ) 

Evaluation of benefits: In the planning stages the economic value of a river 
development project should be determined by giving full consideration to all 
benefits to be derived from such project, including besides flood control, naviga- 
tion, irrigation, and power benefits, such secondary benefits as soil and forest 
conservation, stream pollution abatement, fish and wild life promotion, water 
salinity control, recreational and cultural facilities and all other direct or asso- 
ciated benefits which can be evaluated. 

Selection of projects: Since it is impractical and inadvisable to develop simul- 
taneously all potential river development projects in the country, it is the 
continuing responsibility of Congress to select from time to time from completed 
plans the projects or parts of projects which it determines should be currently 
developed and by authorizations and appropriations to direct their construction 
and operation. 

(The Bureau of Reclamation of the United States Department of the Interior 
and the Corps of Engineers of the Department of the Army have plans for the 
development of many streams not yet developed but such plans for the most part 
required specific legislative authorization before they were undertaken. Neither 
agency, hor any other agency, has been authorized to make comprehensive plans 
for all watersheds of the country. The President’s Water Resources Policy 
Commission in its first report has pointed up the necessity for such comprehensive 
planning. ) 

Maximum power development: Power production should be recognized as a 
legitimate primary purpose of some river-development projects. Whenever the 
primary purposes do not include power production, the construction and opera- 
tion of such project shall include optimum development of all potential hydro 
power benefits as a secondary purpose (Cf. Reclamation Act of 1906, Boulder 
Canyon Project. Act of 1928, Tennesse Valley Authority Act of 1933, Bonneville 
Act of 1937, Fort Peck Act of 1938, Reclamation Project Act of 1989 and Flood 
Control Acts of 1938, 1944 and 1945). 

Fuel-burning plants: Hydro power developments should be supplemented with 
fuel-burner powerp!:nnts whenever the anticipated needs of the area served or 
whenever optimum itilization of water for power productive purposes requires 
them (TVA—New Jvhnsonville steam plant, 1949). 

Power development by private enterprise: Hydro power potentialities of rivers 
belong to the people and the development of such potentialties should be for the 
best interest of the people. Development of hydro sites, therefore, solely for 
power-production purposes by private enterprise or non-Federal agencies may 
be undertaken only when such development will not interfere with the ultimate 
comprehensive regional or river-basin development, which because of size and 
complexity of purpose can be properly undertaken only by Federal agencies 
(cf. Licensing Provisions of Federal Power Commission, Federal Water Power 
Act of 1920 and Federal Power Act of 1935. See also the corporate powers of the 
Tennessee Valley Authority, TVA Act of 1933 and the Amendment of August 31, 
1935). 

Lowest possible rates: Power generated from Federal power projects should 
be delivered to load centers and sold at wholesale at the lowest possible rates 
consistent with sound business principles in order to secure for the ultimate con- 
sumer the benefits of low cost power (cf. Tennessee Valley Authority Act of 1933, 

3onneville Act of 1937, Fort Peck Act of 1938, Flood Control Act of 1944). 

Preferences: Preference in the sale of electric energy produced at Federal 
power projects should be given to public agencies and cooperatives to insure the 
benefits for the general public and particularly for domestic and rural consumers 
(cf. Reclamation Act of 1906, the “Raker Act” of 1913, Federal Water Power 
Act of 1920, Boulder Canyon Act of 1928, Tennessee Valley Authority Act of 1933, 
Rural Electrification Act of 1986, Bonneville Act of 1937, Fort Peck Act of 1938, 
Reclamation Project Act of 1939, Flood Control Act of 1944). 
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Transmission lines: Federally owned powerplants whenever practicable should 
be interconnected, coordinated and integrated with each other and with wholesale 
load centers by adequate transmission lines to provide maximum power benefits 
from such facilities to preferred users and others in order to encourage the widest 
possible use of electric energy and to prevent the monopolization thereof by lim- 
ited groups. Such lines, like other parts of a generation system, should be self- 
liquidating (cf. U. 8S. v. Gratiot, 14 Pet. 526; U. 8. v. Beebe, 127 U. S. 838; Cam- 
field v. U. S., 167 U. S. 518; Light v. U. S., 220 U. S. 523; Ruddy v. Rossi, 228 U. 8. 
104. Also the Bonneville Act of 1937, Fort Peck Act of 1938 and Flood Control 
Act of 1944). 

Allocation of costs: The capital costs of multipurpose river development proj- 
ects should be allocated in direct proportion to the evaluation of the benefits 
to be derived from such projects. 

Repayment of costs: Repayment of such costs should be made insofar as prac- 
ticable by the direct beneficiaries of the respective benefits. Subsidies by the 
Federal Government and sharing of repayment burdens as between various classes 
of beneficiaries should be kept to a minimum. 

Power marketing agencies: The executive agencies of the Federal Government 
which are authorized to dispose of electric energy supplied from the operation of 
federally owned projects should have broad authority in making marketing ar- 
rangements, It is important, therefore, that such marketing agencies should 
be generally permitted to defray out of current revenues the costs of normal and 
emergency operations and maintenance, to purchase power, to enter into power- 
exchange agreements and to construct and lease such facilities as are necessary 
or expedient for properly carrying out their functions, provided that Congress 
retains continuing responsibility for authorizing major capital improvements on 
such projects. 

Loan funds: In financing the construction, operation, and maintenance of 
power generation, transmission and distribution facilities, preferences in the use 
of appropriated loan funds should be given to States, territories, and subdivisions 
and agencies thereof, municipalities, peoples’ utility districts and cooperative, 
nonprofit and limited dividend associations. (Cf. Rural Electrification Act of 
1936.) 

National defense: Whenever optimum power development in a river develop- 
ment project would seem to result in power capacity greatly in excess of present 
usable demand, the cost of developing such excess power capacity should be allo- 
cated in some measure to national defense. Reserve power capacity is as neces- 
sary for national defense as any stockpile of a commodity which would be in short 
supply in event of war. 


ExHisir 11 


COMPARISON OF WHOLESALE RATES PAID TO COMMERCIAL POWER COMPANIES 
BY REA BORROWERS AND OTHER LARGE LIGHT AND POWER USERS 
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Wholesale Rates Paid 
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JXHIBITS 15 AND 16. RECOMMENDATIONS OF FEDERAL POWER APPROPRIATIONS AND 
AUTHORIZATIONS 


Whereas there are a great number of hydro projects throughout the United 
States for the development of low-cost electric power ; and 

Whereas these projects are needed to meet the requirements for electric power 
in the Nation; and 

Whereas there is a need for the acceleration of the program of conservation 
and control of our river-basin waters for power, irrigation, and flood control, the 
benefits of which are essential for the long-term prosperity of the Nation: Now, 
therefore, be it 

Resolved, That we, the delegates to the 12th annual meeting of the NRECA, 
assembled January 11-14, 1954, do hereby urge Congress to: 

1. Appropriate necessary funds for the construction and completion of all multi- 
purpose hydro projects approved by proper authorities and meeting the speci- 
fications laid down for feasible multipurpose dam construction, and by way of 
illustration, but not exclusive of other such projects, as the following dams: 
Alabama-Coosa, Jim Woodruff, St. Lawrence, Niagara, Missouri Basin, Oahe, 
Buffalo Rapids, Glendo, Yellow Tail, Frying Pan-Arkansas, Table Rock, Keystone, 
McGee Bend, Grier Ferry, Eufala, Hells Canyon, Ice Harbor, Hartwell, Upper 
Columbia, Buford, Devils Canyon, and Colorado River storage project; be it 
further 

Resolved, That Congress enact the necessary legislation to assure the people 
that development of hydro sites solely for power-production purposes, by com- 
mercial utilities, or non-Federal agencies may be undertaken only when such 
development will not interfere with ultimate comprehensive regional or river 
basin development, which because of size and complexity of purpose should be 
properly undertaken only by Federal agencies ; be it further 

ResoWwed, That we urgently request Congress to appropriate necessary funds 
for transmission facilities to integrate river-basin project-power facilities, and 
delivery of power to preference customers’ load centers; be it further 

Resolved, That rights of preference customers, under the Flood Control Act 
of 1944, be recognized, and that preference customers be advised that power is 
available, and their needs met before contracts or interim agreements are made 
with commercial utilities for disposal of power from various power projects 
(1954). 


ExHIBIT 17. UrGInGc Broap FEDERAL POWER PROGRAM 


Whereas the United States, in its numerous great rivers and river basins, is 
possessed of the assets and resources that will upon maximum development, 
retain, enrich our soil, provide unlimited recreation for the people of the country, 
conserve the natural resource, and insure adequate electrical power supply to meet 
the long-range demand of all individuals and industries alike, resulting in such 
a combination of facilities for progress that America can achieve its highest 
potential standard of progress and prosperity ; and 

Whereas it is to the personal interest of all of the more than 12 million farm 
people now served by rural electric cooperatives and public-power districts, that 
the development of all of these phases of the river and river basins resources be 
expedited with emphasis on the pressing need of the rural electric systems for 
additional dependable, low-cost power sources, without which these systems 
cannot attain their maximum service; and 

Whereas it is recognized that much work has been done and progress made, 
in planning the development of this resource by the Department of the Interior, 
Corps of Enginees, and other assisting agencies in this Government, and progress 
has been made toward the consummation of some of this planning, which clearly 
shows the wisdom of the undertaking by the achievements already attained: 
Now, therefore, be it 

Resolved, That we urge the development of all of the country’s economically 
feasible potential hydroelectric power as rapidly as practicable; and be it further 

Resolved, That the Congress of the United States is petitioned to provide funds 
and loan authorizations for river basin and water power developments and for 
the generation of electricity in connection therewith; and be it further 

Resolved, That the Congress of the United States is petitioned to provide funds 
and loan authorizations for the construction of transmission lines to distribute 
the electric power so generated to cooperatives, public power districts, and 
municipal consumers, at their load centers, and to integrate various electric 
facilities regardless of who owns or operates them: and be it further 
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Resolved, That the Congress of theUnited States is petitioned to provide funds 
and loan authorizations for the construction of fuel-burning generating capacity 
where necessary to firm up hydro generation and to improve the efficiency of such 
generation ; and be it further 

Resolved, That the Congress of the United States is petitioned to continue the 
established power policy of the United States, thus providing the development 
of potential hydro power and the sale and delivery to load centers of the consumer 
of this power wholesale, over sef-liquidating transmission lines—first to public 
bodies and cooperatives and then to private companies in that order—and to 
the accomplishment of this end, it should provide adequate appropriations for 
construction and admimistration (1953). 


Exureit 18. UrGiInG Support oF GENERATION AND TRANSMISSION RIGHTS AND FUNDS 


Whereas the pressure continues in intensity against the appropriation of funds 
for the construction of generating plants and transmission lines; and 

Whereas it is felt by the delegates to this annual meeting that the right to 
construct said generating plants and transmission lines is the lifeblood of the 
rural electrification program ; Now, therefore, be it 

Resolved, That we urge the Members of Congress to do everything within their 
power to defend the right of REA cooperatives to construct and operate generat- 
ing plants and transmission lines to serve themselves: and be it further 

Resolved, That we urge the Congress to appropriate adequate funds for this 
purpose (1954). 


Exuisir 18-A. Urcing Support or GENERATION AND TRANSMISSION RIGHTS 
AND FUNDS 


Whereas it is imperative that rural electric cooperatives have the right to con- 
struct and operate generating plants and transmission lines; and 

Whereas it has been proven by history that the very economic foundation of 
the rural electric cooperatives is dependent upon an adequate power supply at 
reasonable rates, and that it was only through the construction of generating and 
transmission facilities by a few cooperatives to serve as a self-controlled yard- 
stick as to reasonableness of rates, that the economic welfare of the electric 
cooperatives throughout the United States has been protected; and 

Whereas the Congress of the United States has, in the past, recognized this 
right: Now, therefore, be it 

Resolved by the delegates to NRECA convention assembled in San Francisco, 
That we urge the Members of the House of Representatives and the Senate to 
support legislation to protect and defend the right and opportunity of the 
cooperatives to construct and operate generating plants and transmission lines ; 
and be it further 

Resolved, That we urge Congress to appropriate loan funds for this purpose. 
(1953. ) 


ExHrsit 19. COMMENDING AND SUPPoRTING TVA ExPANSION 


Whereas the TVA has been so vitally constructive in providing low-cost electric 
power and energy to the farmers, homeowners, defense industries, other indus- 
tries, municipalities, and mills in the Tennessee Valley, and improved the gen- 
eral standard of living for farm and home owners through furnishing power 
to the rural electric cooperatives, and to the establishment of industries in its 
area; and 

Whereas the Tennessee Valley Authority has made vast contributions to 
national defense, including the provision far ahead of schedule of the tremendous 
needs for power of the atomic energy program, furnishing this power at rates so 
low as to save all the taxpayers of the United States millions of dollars; and 

Whereas the TVA program is self-liquidating, repaying capital invested by the 
people of the United States over a 40-year period and will still belong to all the 
American people after the people of the Tennessee Valley have paid for it; and 

Whereas TVA’s wholesale rate yardstick has reduced the rates at which all 
rural electric systems must buy power, thus exercising a restraining influence 
that diminishes only with the distance from TVA territory : Now, therefore, be it 
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Resolved, That we commend to the Congress the great economic advancements 
and contributions to the development of the southeast made by the TVA, and 
request that continued appropriations be made to supplement, advance, and 
continue this great development of our national resources, 


ExuHrsit 20. “Ricutr or First PurcHASE” CLAUSE 


Whereas in a democracy the government is not something different and apart 
from the people, but is, instead, the representative and instrumentality of the 
people, and what the government owns the people own; and, therefore, the gov- 
ernment must always use government property for the greatest benefit of the 
largest number of the people ; and 

Whereas this basic principle of democracy has, since the days of Theodore 
Roosevelt and continuing without interruption to date, always been part of the 
law of the land applicable to the hydroelectric generating facilities constructed 
and operated by the Government, by virtue of the provisions in different statutes 
under which the people, through governmental subdivisions or mutual self-help 
organizations such as cooperatives, have been given the first right to purchase 
the electric power generated by their Government-operated dams; and 

Whereas to retain the integrity of this basic democratic principle, it is essen- 
tial that the relationship between the Government and the people be direct, and 
without any intervening agent in the position of a toll-taker to profit both from 
the operations of the Government and the people, and, as a practical matter, it 
is absolutely necessary that the Government construct all transmission facilities 
which are needed to bring the power to the geographical points where it can be 
taken and used by people’s organizations: Now, therefore, be it 

Resolved by the delegates to the ilth annual meeting of NRECA assembled, 
That the Congress be urged to continue to protect the interests of the people, as 
the owners of Government power-generating facilities, in their long-established 
right of first purchase of Government-generated power, through their public 
bodies and nonprofit cooperatives created by the people for that purpose; and 
be it further 

Resolved, That the Congress also be urged to make this right of first purchase 
by the people a realistic fact instead of only a theoretical right by authorizing 
the construction, by Government power-marketing agencies, of all transmission 
facilities needed to bring this power to public bodies and nonprofit cooperatives, 
and by appropriating the necessary moneys therefor. (1953.) 


EXHIBIT 21, URGING LEGISLATION PROHIBITING THE DEDUCTION OF ADVERTISING FOR 
POLITICAL PURPOSES FROM NET INCOME BEFORE TAXES BY ELECTRIC COMPANIES 


Whereas, for years and to the present, many private power companies have 
flooded America with advertising propaganda palpably designed to prejudice pub- 
lie opinion against the Nation’s power-development program and the rural electric 
cooperatives as well; and 

Whereas this maze of propaganda is paid for by the electric consumers of the 
country in their electric rate schedules, including our own members, and under 
the present law the cost of such advertising is deductible as business expenses 
for tax purposes; and 

Whereas forcing electric consumers to pay for the cost of spreading propaganda 
is inimicable to their own interests and repugnant to our whole system of 
democracy : Now, therefore, be it 

Resolved, That we respectfully urge our Senators and Congressmen to enact 
appropriate legislation amending the internal-revenue laws to prohibit the deduc- 
tion of advertising costs from income before taxes where such advertising is 
designed for purposes other than legitimate promotion of the sales and services 
of the companies involved. 


ExHIBIT 22. URGING AMENDMENT OF FEDERAL Power Acr To Prorect CoMPRE- 
HENSIVE DEVELOPMENT OF RIVER BASINS 


Be it resolved, That we endorse the Jackson bill providing that the Federal 
Power Commission shall not grant a license to construct a dam if such project 
would be inconsistent with comprehensive development of the entire river basin 
involved. (1954.) 
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Exutsit 23. CONDEMNING NEW INTERIOR POWER POLICY AND POWER MARKETING 
CRITERIA 


Whereas the new Interior power policy for the country and the new Missouri 
Basin power marketing criteria—which is an extension of that policy in the 
Missvuri Basin—strike at the heart of the rural-electrification program in every 
State where the rural! electric systems now purchase, or expect to purchase in the 
future, federally generated power; and 

Whereas the new Interior power policy calls for the building only of multi- 
purpose dams which vuthers will not build—which means the choice sites will go 
to the commercial power companies—and calls for the building of fewer trans- 
mission lines—which means that the power companies will buy more of the power 
at the busbar to the exclusion of the rural electrics; and 

Whereas the marketing criteria started as an “all-out” attack to the extent 
that the claimed powers of the Secretary of the Interior would allow, and even 
as revised under date of December 11, 1953, still constitute an apparent deliberate 
and direct attack upon the preference clauses of Federal marketing statutes, 
which are so important to the farmers of this country; and 

Whereas the criteria will cause irreparable damage to our rural electric 
systems by— 

(1) Arbitrarily limiting the amount of firm power available to preference 
customers to an inefficiently low standard, thereby also reducing Government 
revenues at the expense of the preferred customers and the Government ; 

(2) Refusing to give preferred customers contractual protection without 
the payment of penalties so heavy that it would destroy the financial stability 
of many rural systems; 

(3) Providing for long-term contracts with nonpreference customers with- 
out a withdrawal clause, in abrogation of preference rights granted by law 
to our rural systems; 

(4) Limiting the area of service and thereby making it impossible for some 
preference customers ever to receive any Government marketed power ; 

(5) Officially ending the “postage stamp” rate which provided that all 
customers pay the same price regardless of distance from the dam; and 

(6) Introducing a minimum annual capacity charge that is both un- 
necessary for the protection of the Government and costly to the rural elec- 
tric systems; and 

Whereas the Department of the Interior has also announced that it will not 
continue its long-established policy of insisting that the cost of power produced 
in multipurpose projects be determined on an incremental cost or equitable pro- 
portionate cost basis, but will leave cost allocations to the agencies which build 
the projects—meaning higher cost to the rural electrics because of formulas 
applied by the other agencies; and 

Whereas these changes in well-established power policies which have operated 
successfully in the past are unwarranted and have been adopted without con- 
sultation with the chosen representatives of the people and rural systems in- 
volved; and therefore constitute an apparent deliberate attempt to damage our 
rural systems: Now, therefore, be it 

Resolved, That we, the delegates to the annual meeting of the National Rural 
Electric Cooperative Association, meeting in Miami, Fla., January 14, 1954, 
strongly condemn this new policy and marketing criteria of the Department 
of the Interior; and that we pledge ourselves to use every effort to defeat this 
attempt to cripple our fine program; and that we do hereby request the Secre- 
tary of the Interior to withdraw immediately the policy and marketing criteria 
and to make no changes in established power policies affecting our rural systems 
Without prior consultation with the representatives of the rural systems, chosen 
by them for that purpose. 

The secretary is instructed to send copies of this resolution to (1) the Presi 
dent of the United States, (2) every Member of Congress, and (3) the Secre 
tary of the Interior (1954). 





ExHIsiIt 24. CONDEMNING SUBSIDIES TO PRIVATE PowrER COMPANY INVESTORS 
THROUGH TAX AMORTIZATION PROGRAM 


Whereas the Federal accelerated tax amortization program has, in effect, re 
sulted in interest-free loans to commercial power companies exceeding S800 
million with ultimate benefits flowing to these companies, in excess of $2.8 bil 
lion; and 
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Whereas the ultimate total benefits to the utility companies exceed the total 
cost of all Federal power facilities or all REA loans, both of which are re- 
payable to the Treasury with interest : Now, therefore, be it 

Resolved, That we commend this information to the attention of Members 
of Congress, State utility regulatory bodies, and to all of our members, in order 
that the information may be appropriately utilized to procure lower wholesale 
power rates, which such utility benefits should permit, and to counter and offset 
utility company statements and campaigns that insinuate our members benefit 
from subsidies, while commercial companies allegedly pay their own way without 
any form of Government aid; be it further 

Resolved, That we commend the Georgia Public Service Commission on its 
decision on the handling of accelerated amortization certificates because its de- 
cision protects the electric consumer ; and be it further 

Resolved, That we condemn the decisions of the 20 other State utility regula- 
tory commissions, and the recent decision of the Federal Power Commission as 
leading to unwarranted and unjust subsidies to private utility investors at the 
expense of electric consumers (1954). 


EXxHIsiIT A. SOCIALIZATION OF ELECTRIC POWER 


(Address by Hon. Herbert Hoover at the diamond jubilee of the Case Institute 
of Technology, Cleveland, Ohio, Saturday evening, April 11, 1953) 


This is a celebration of the founding of a great institution dedicated to 
scientific research and the training of engineers and scientists. You seek to 
sharpen their abilities and intiative for a climate of freemen. It is an appro- 
priate time for discussion of some of the forces in our Federal Government 
which have been destructive of such a climate. 

In the field of Federal electric power we have an example of 20 years of creep- 
ing socialism with a demonstration of its results. 

Three years ago the Commission on Organization of the Executive Branch of 
the Government, under my chairmanship, made an investigation into the Federal 
activities in electric power. As the Commission was not dealing with public 
policies, its recommendations were confined to administrative reforms. Even 
these have not been carried out. The highly critical reports of our staff of 
accountants and engineers amply illuminated the results of this Socialist 
invasion. 

And at once let me state that the present administration is not responsible 


-5) 


for this situation ; they inherited it on January 20, 1953. 


WHAT IS THE AMERICAN WAY OF LIFE? 


Before I go into more detail I wish to say something as to what the American 
way of freemen really is. 

The Socialists, with their ideas imported from Europe, totally misconstrue 
the unique structure of American life. They envisage it in terms of European 
societies. 

Ours is a system of freemen and free enterprise in which our concepts have 
steadily departed from those of the Old World in two directions. 

We have conceived that, to have freemen, we must be free from the economic 
tyrannies which were nurtured in Europe’s laissez-faire, dog-eat-dog system of 
economy. 

Freemen can no more permit private economic power without checks and 
balances than governmental power without checks and balances. 

The great enterprises of production and distribution can be used for economic 
oppression. To prevent this oppression of freemen, we originated Government 
regulation unique in the world. We regulate rates and services of natural 
monopolies such as the electric power utilities. We insist upon freedom from 
trade monopolies and the enforcement of constructive competition. We adopted 
this economic philosophy 70 years ago in a revolution from European concepts 
and practices. 

And in another departure from European social structures we have developed 
a far greater expansion of free cooperation between men in community interest. 
Its extent is without parallel in any other country. It gained force from the 
necessities of a pioneer people where cooperative action was vital to their 
existence. Today, I dare say, we have a million nongovernmental organiza- 
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tions for cooperative action in our country. They include thousands of health, 
educational, sports, musical, social, business, farmers, and labor organizations. 
They have been created without the aid of bureaucrats. In some aspects we 
could add to these our insurance and savings banks and our corporations in 
general. 

And we hold 10,000 annual conventions of them and survive unending speeches 
and banquets. 

This cooperative system is self-government of the people outside of govern- 
ment. It is the most powerful development among freemen that has taken 
place in all the world. 

The Old World, however, went on with its lack of effective economic safe- 
guards for freemen and its dearth of cooperation in the American sense. One 
result was the rise of socialism as a protest. 

I emphasize this unique structure of our American economic and social life 
because it is into this system, far divorced from the Old World, that our fuzzy- 
minded Socialists are striving to inject ideas foreign to our concept of life. 

And they have made progress with these adulterants. They intrude into 
many avenues of American life. And they threaten a new oppression of free- 
men greater than the old dog-eat-dog economy. 

Tonight I shall appraise the aspects of creeping socialism in the electric 
power industry by the Federal Government only. Rightly or wrongly the State 
and municipal governments do engage in electric enterprises. But at least 
their activities respond to the will and scrutiny of local government. 

Nor do I include the Rural Electrification Administration in this discussion 
although it receives great Government subsidies. It has worthy purpose, but 
that operation is so small a percent of the electric power in the country that it 
cannot eat up the private industry. 


PRIVATE ENTERPRISE IN ELECTRICITY 


In the electric field there are certain transcendent facts. 

First, under the initiative of freemen we developed the technology and use of 
electricity far beyond any other country. 

Second, stemming from private enterprise, we have created a per capita supply 
of electrical power for our people 3 times that of the combined Western European 
nations and 11 times the average of the whole foreign world. 

Third, private enterprise could keep in pace with demand, and could have more 
advantageously distributed the power from Federal water conservation projects. 

Fourth, with our advancing technology and individual initiative, the average 
price of household electric power is sold today by our private enterprise utilities 
at one-third of the price 30 years ago—and that is while most other commodities 
and wages have increased by 50 percent to 100 percent. There is no such parallel 
in any other commodity. 

Despite these results from a free economy, these concepts of freemen were 
abandoned 20 years ago when the Federal Government entered into the socializa- 
tion of electric power in a big way. 


THE METHOD OF SOCIALIZATION 


The device by which our Federal bureaucracy started to socialize this industry 
was through the electric power from our multiple-purpose water conservation 
dams. We needed these dams. And we need more of them. They were built to 
serve navigation, flood control, irrigation and domestic water supplies, and to 
provide electric energy. However, the central question here is not the creation of 
this electric power but using it to promote socialism. The first step toward social- 
ization was taken when the Federal Government undertook itself to generate and 
distribute this electric power from multiple-purpose dams. And now the Federal! 
Government has taken further socialistic leaps by building steam and hydro plants 
solely for the generation of electric power. 

Up to 20 years ago we avoided socialism by selling the energy at the dams to 
private utilities and irrigation districts. The Government received a return 
without incurring operating expenses. 

Let no one misinterpret my views on water conservation. I have been for 30 
years an ardent exponent of multiple-purpose dams. I can claim some credit for 
the first gigantic multiple-purpose dam in the United States. That one is in the 
Colorado River. 

But again on the Colorado we avoided socialism by stipulating that before 
construction began the energy should be leased to the private utilities and 
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municipalities. And we contracted to sell it at a rate which provided for 
interest on the Government investment and the complete repayment of the 
investment within a period of 50 years. The consumers over these 17 years 
since have found no cause for complaint from that arraignment. 


THE MARCH OF SOCIALISM 


Do not think these Federal electric enterprises are small business. 

Twenty years ago the total generating capacity of electric power from Fed- 
eral dams was about 300,000 horsepower. It was about two-thirds of 1 per- 
cent of the total electric generating capacity at that time. 

As some people are confused by the technical terms “kilowatts” and “kilowatt- 
hours,” I have translated them into horsepower. 

By the middle of 1953, the Federal Government will have a generating ca- 
pacity of about 15 million horsepower. That is about 12 percent of the utility 
generating capacity for sale to the public. Federal power is already being sent 
into 27 States. 

But far beyond this, there are Federal generating plants in construction or 
authorized by the Congress, making a total of over 200 plants which will 
bring the total up to about 37 million horsepower. If completed the Federal 
Government would be furnishing somewhere from 20 percent to 25 percent of 
the electrie utility capacity of the Nation. The cost in capital outlay to the 
taxpayer will be about $10 to $11 billions, plus some great deficits in promised 
interest and other returns. 

But that is not all. Further projects have been recommended to Congress. 
And still more are contemplated in Government reports. If they were all 
undertaken, it would bring the total to about 90 million horsepower. 

This bureaucracy now employs 33,000 persons and is increasing every day. 
And if all these dreams were realized, their employees on the Federal payroll 
will likely exceed 200,000. 

But even this is not the whole story. Lest anyone thinks this is good for us, 
I may point to some of the already evident consequences of socialized electric 
power. 


EXPANSION BY DURESS 


Under the irresistible nature of bureaucracy and the backing of the Socialists 
every one of these Federal enterprises becomes a center of encroachments upon 
or coercion and absorption of the private industry. For instance, by the threat 
of WPA gifts and low-interest rates on loans to municipalities, private enter- 
prices were absorbed at less than their worth. 

Great duplicate transmission lines have been built and more are contemplated, 

Some of these Government enterprises are given the power of eminent domain 
by which they could seize transmission lines and substations of competitors and, 
if the owner refuses their price, he can pay lawyers for years to fight for com- 
pensation in the courts. Free enterprise never had such a privilege. 

Some part of the heavy taxes on private utilities goes to build up and support 
their Federal competitors. 

Private enterprises have been prevented from undertaking certain hydro- 
electric developments in favor of the Government agencies. 

These manipulations and powers threaten and weaken the ability of many 
private concerns to finance their needed expansions. 

Indeed, some of them with these guns pointed at them have already thrown 
up their hands. 

Socialization in other directions has been injected into these projects. For 
instance, the provision that water will not be supplied to farms of over 160 acres 
in some of the California Central Valley operations. Apparently all others are 
Kulaks. Also, some of these Federal power enterprises, with cheap Federal 
capital and subsidized power, are engaged in manufacturing business in com- 
petition with private enterprise. 


FREEDOM FROM TAXES 


These Federal enterprises and their distributing allies pay no taxes to the 
Federal Government and comparatively little to the local governments. In the 
last fiscal year the private-enterprise utilities paid over $750 million taxes to 
the Federal Government and nearly $470 million to the State and local govern- 
ments. The actual Federal electric enterprises paid less than $5 million toward 
State and local taxes. 
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Obviously there is here a huge burden thrust onto every taxpayer throughout 
the Nation. It will be much greater if the 37-million-horsepower program is 
completed. 

Nor is this all of the burdens thrust upon the nationwide taxpayer as I will 
show you in a few moments. 


UNKEPT REPRESENTATIONS TO THE CONGRESS 


In many cases the cost of constructing these projects has been woefully under- 
estimated. For instance, the Colorado-Big Thompson project was originally 
estimated at about $44 million, but is costing over $160 million. The Hungry 
Horse project originally estimated at $39 million will cost over $109 million. 
Work has been started on the Oahe project. It was originally estimated to cost 
about $72 million. It is now estimated that it will cost $293 million. 

Some of the increased cost has been due to rising prices but such an excuse 
by no means explains the degree of underestimate. Some of this underestima- 
tion is possibly due to presenting the Congress with a modest project and then 
hugely edging it up. 

Another variety of underestimation is such as the case of the Cumberland River 
development where the proposals were justified to the Congress on a valuation of 
the power which was subsequently sold for less than one-half that amount. 
Whether these are devices to persuade and commit the Congress or just incom- 
petence, I do not know. 

In any event, such methods would break any business except Government. 


UNKEPT PROMISES AS TO RETURNS 


The original New Deal promises assured Congress that these enterprises 
would pay 3 percent interest and pay back—that is, amortize—the Federal invest- 
ment over 50 years. This formula has either been abandoned, sadly ignored, 
or juggled. 

First, the cost of a multiple-purpose water project must be divided among its 
several functions, such as navigation, flood control, irrigation, community water 
supply, and hydroelectric power. The interest and amortization of the Federal 
electric-power investment can be decreased by assigning more capital cost to 
flood control and navigation. The reports of the Federal Comptroller General 
have protested that such favors have been done. 

Some of the Federal enterprises do not include interest on their capital cost 
during construction, which, again, decreases the payment of interest and amorti- 
zation on the Federal taxpayers capital invested. All of which thereby decreases 
the claimed costs. 

But these practices again subsidize the rates to a minority of consumers at the 
expense of the nationwide taxpayers. 

Second, taking these enterprises as a whole, comparatively little interest and 
amortization have been paid to the Federal Treasury on the Government invest- 
ment over all the past years. There is a huge accumulation of this deficiency 
which should be repaid. Some of these Federal enterprises do not take into 
account interest and amortization in their costs and thus lower the rates they 
make their consumers. Some of them do not even enter such a charge in 
their books. 

Some of them do not include the pensions to their employees which, under civil 
service, are partly loaded on the taxpayer. 

Further, a question could also be raised as to the method providing for the costs 
of depreciation and provision for obsolescence. 

Third, our Federal Reorganization Commission employed Haskins & Sells, one 
of the leading accounting firms in the United States, to investigate the finances 
and accounting practices of a large part of these Federal electric-power activities. 
They applied the yardstick of 3 percent interest and amortization in 50 years to 
the acknowledged Federal investment in power in many of these Federal enter- 
prises. They found many of them would never be able to make the return which 
was at one time promised to the Congress. 


STILL FURTHER BURDENS AND LOSSES TO THE NATIONWIDE TAXPAYERS 


And there are more burdens thrust on the taxpayer from this program of social- 
ized power. He has to furnish by taxes the huge capital being invested. Also as 
these Federal enterprises have not paid the promised interest, the taxpayer has 
had to pay it on Government bonds. And the nationwide taxpayer will have to 
stand all the deficits from mistakes and underestimates. 
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Under these present methods and practices, this burden and losses to the 
nationwide taxpayer is not small change. It will run into billions. 

And from another angle, if the price of power from the Federal enterprises 
were placed at a level which would include tax equivalents and all the other 
nonincluded costs, their rates generally would be equal to, and in some cases 
higher than, the rates of neighboring private utilities, 


THE OPERATING BALANCE SHEET 


We can appraise what all this means in actual figures. I have received from 
the Federal Budget Bureau a statement of the gross receipts and gross operating 
expenses of these Federal enterprises taken as a whole for the fiscal year 1952, 
and the estimates for the year ending June 30 of this year. This statement 
shows an apparent surplus over operating expenses of about $100 million for 
each of these years. Here, however, come in several great buts. 

If the omitted interest, the omitted amortization, and the refunding the accu- 
mulated deficiency of these items and other costs I have mentioned were included, 
this so-called surplus would turn into a deficit. 

And I do not include in this deficit any equivalent for taxes—another large 
sum. 

Also, I am advised that the operating receipts for 1952 could have been $75 
million greater had this power been sold at the market price. 


ACCOUNTING 


Our reorganization commission accountants condemned many of the Federal 
power financial and accounting methods and estimates. They found the true 
construction and operating costs to be obscured. They proposed many reforms 
which have not been adopted. The Comptroller General of the United States, as 
late as 66 days ago, commented on accounting deficiencies. 

The Federal power enterprises do not even keep their accounts or present their 
statements in the intelligible manner which the Government requires of private 
enterprise. They do, however, emit a host of propaganda figures in press releases, 

I recommend to anyone interested in bureaucratic action to see whether he 


can add up the sums, past and present, involved in Federal electric enterprises 
from among the 4 million words and sums in the Federal budget. 


OTHER EFFECTS ON CITIZENS 


All this affects the citizen in many ways aside from the injustice of huge losses 
and tax burdens which result in subsidized power to favored groups and 
communities. 

There is a constitutional question involved in these enterprises which must 
concern the citizen. No one can even attempt to defend many of these activities 
except on the welfare clause in the Constitution. Under that interpretation, the 
Federal Government could take over about everything except elections and the 
churches. 

And there is a further important question to the citizen. There is here being 
erected a sort of Federal regional control in which State governments have 
some nominal representation but without authority. The people in these regions 
may get power at the expense of the nationwide taxpayer, but they are sur- 
rendering the control of their resources and energies to a Federal bureaucracy. 


REMEDY 


However, I do not believe in criticism without remedies. 

Over 20 years ago I recommended to Congress the transformation of an ex- 
officio commission into a full Federal Power Commission with regulations which 
had teeth in them. The purpose was to control the oppressive empires then 
growing in the private electric utilities. The transformation was made but 
without the teeth. My successors set up the Securities Exchange Commission 
to do this de-empiring. Now, however, it is the Federal Government itself that 
urgently needs the same de-empiring. 

The first steps should be: 

1. The Congress should cease to make appropriations for more steam plants 
or hydroelectric plants solely for power. If they are justified, private enterprise 
will build them and pay taxes on them. 
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2. The Congress should follow the precedent of the Colorado project, and 
make no more appropriations for new multiple-purpose projects unless the 
electric power is tirst leased on terms, the standards of which I will describe 
in a moment. 

3. The Congress should, jointly with the President, set up a temporary com- 
mission on reorganization of this whole Federal venture with resources to employ 
technical assistance. 

(a) This commission should investigate and recommend proper methods of 
accounting and a revision of the division of Federal investment in these projects 
between electric power and other purposes, and recommend proper practices 
for the future; 

(b) The commission should report on the actual cost of, and the prospective 
returns from, each of these major enterprises ; 

(c) The commission should formulate the methods and standard terms for 
leasing generating plants, transmission lines, and the electric energy to private 
enterprise or to municipalities or to the States or to regional authorities that 
may be set and managed by the States. These standard terms should provide 
for payment of interest and amortization of the Federal investment, the refund- 
ing of arrears in these items and also some contribution in lieu of taxes. The 
latter would not need apply in cases of private enterprises as they pay their 
Own taxes. 

(d@) The commission should develop methods by which non-Federal agencies 
can share cooperatively in the cost of future capital outlays on the electrical 
part of multiple-purpose dams. 


WORKING OUT THESE POLICIES 


Some of these projects could be disposed of so as to return these standard 
terms to the Federal Government. Others, due to excessive cost, may need con- 
cessions, and the Federal Government would need cut its losses. 

Others of them, pending disposal, will need continue to be operated by the 
Federal Government. In these cases the Commission should recommend what 
rates they should charge their customers so as to make the standard returns. 
They should recommend methods to compel such payments to the Federal 
Treasury instead of their diversion to other purposes. Such action would 
test the value of these enterprises and, in some cases, indicate what losses 
may need be cut. 

‘the objective of the whole proceeding should be to get the Federal 
Government out of the business of generating and distributing power as soon as 
possible. 

In any event, the consumer at all times can be protected by regulation 
of rates by the State or Federal authorities. 


THE RESULTS 


It is my belief that, if these proposals be carried out, the ultimate result 
would be a substantial return to the Treasury without consequential operating 
expense or bureaucracy. 

Moreover, the agencies to whom these projects were leased would undertake 
or cooperate in their own expansions, 

It is my belief that if these things be done, the Federal Government ultimately 
could reduce its annual investment in power enterprises by at least $600 million 
per annum. 

This program would begin the end of Federal bureaucratic regional control 
of the States and their people. 

Above all, we would rescue free men from this variety of creeping socialism. 
The American people have fought off socialized medicine, but here is a hole 
in the dike of free men that is bringing a flood. 

There are those who shy away from the use of the term “socialism,” or 
the name of Karl Marx, in connection with what is going on in the power 
field. But, excepting those who desire socialization, they are blind to the facts. 
Socialism has become the world’s nightmare. It is not the American dream. 

The intellectuals who advocate these Federal activities carry a banner on 
which they falsely inscribe the word “liberalism.’ There is one thing I can say 
beyond any measure of doubt. It is a false liberalism that expresses itself by 
Federal operation of business in competition with the citizen. It is the road 
not to more liberty but to less liberty. True liberalism is found not in striving 
to spread bureaucracy, but in striving to set bounds to it. True liberalism 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1003 


seeks all legitimate freedom, in the confident belief that without freedom, all 
other blessings are vain. Liberalism is a force truly of the spirit coming from 
a realization that economic freedom cannot be sacrificed if political freedom 
is to be preserved. 


Exuisir B. Rearon I Resotution, WASHINGTON, D. C., OcTonER 17-18, 1955 


RESIGNATIONS OF SECRETARY DOUGLAS M’KAY, UNDER SECRETARY CLARENCE DAVIS, 
AND ASSISTANT SECRETARY FRED AANDAHL, OF THE DEPARTMENT OF THE INTERIOR 


Whereas it was revealed on October 11, 1955, before the Subcommittee on 
Public Works and Resources of the House Committee on Government Operations 
that Hon. Fred G. Aandahl, Assistant Secretary of the Interior, had been with- 
holding from the REA cooperatives and from the public since July 15 an opinion 
and decision that had been rendered by the Attorney General of the United States 
affecting their welfare; and 

Whereas Chairman Chudoff, of the congressional committee, while presiding at 
this hearing stated on the basis of the evidence before his committee that Assist- 
ant Secretary Aandahl was taking us back to the “dark era when the Federal 
Government—to its everlasting shame, gave away some of the finest Federal nat- 
ural resources for all times. Now, in these hearings, we learn that the Depart- 
ment of the Interior has taken over the functions of Congress.” Mr. Chudoff 
further stated, “‘we had assumed that this was a government of laws and not of 
men. Now from Mr. Aandahl we learned that any time these gentlemen do not 
like the acts of Congress, or even the opinion of their own Attorney General, they 
take the law into their own hands and do as they please.” And, further, he 
stated “the treatment of the REA cooperatives in the Clark-Hill-George Federal 
power project is a brazen and barefaced repudiation of the clearly expressed 
public provisions of Federal law, and of the administration’s own Attorney Gen- 
eral’s carefully studied opinion.” He further said that “The tacit arrangement 
betweei: Mr. Aandahl, Secretary McKay, and Under Secretary Davis to withhold 
this vital opinion from Congress and the public is another illustration of the 
Dixo.u-Yates technique that has evidently now become common practice of the 
executive agencies.” And, further, he said, “If Mr. Aandahl does not like this 
public preference and favors handing this power over to the private utilities, he 
has a right to such views as a private citizen. But he has no right or authority 
to renounce or sabotage the clearly enacted laws of Congress—since he is a public 
official in our Federal Government, sworn to uphold our laws.” “The taxpayers 
of this Nation have a right to expect their public servants to conform to the law. 
Until such time as Congress changes it—and no ofhcial of the Department of the 
Interior has asked Congress to change the public-preference laws, Mr. Aandahl, 
Mr. McKay, and every other official of the Department of the Interior must honor 
their oath to uphold and carry out those laws or resign from the public office” ; 
and 

Whereas and wholly apart from any statements and conclusions of Chairman 
Chudoff, in the Southeastern Power Administration area, in the Southwestern 
Power Administration area, in the Missouri River Basin, in the Columbia River 
Basin, and elsewhere in the United States, the Department of the Interior, 
through its responsible officials, failed in marketing power in accordance with 
the provisions of section 5 of the Flood Control Act of 1944; and 

Whereas the Department of the Interior has constantly followed the plan of 
selling Federal hydro power at the busbar, which plan was denied by the Congress 
in the Bailey amendment when the Flood Control Act of 1944 was passed; and 

Whereas Mr. Aandahl, while testifying last week revealed that he was with- 
holding sale of 130,000 kilowatts of federally produced hydro power to use as 
bait to induce the G-T cooperatives in the Southwest to enter into substitute 
contracts with the private power companies; and 

Whereas as a result of these reprehensible practices by Mr. Aandahl and his 
superiors in Interior they are denying power presently needed for load growth 
to cooperatives and municipalities in the area, thereby forcing them into long- 
term contracts with the private companies for this amount of power at high rates; 
and 

Whereas he has steadfastly refused to release this 130,000 kilowatts of power 
so that Southwestern Power Administration can meet its power customer needs 
and says that he cannot release it until he has tried further to induce the G. & T.’s 
into the types of contracts that they do not want and cannot release this until 
approximately January 1, 1956; and 
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Whereas Secretary Aandahl did not make the Attorney General’s opinion avail- 
able to the cooperatives in Georgia and other Southeastern States and has since 
attempted to force them into contracts which are contrary to that opinion; and 

Whereas Mr. Aandahl in his testimony stated that the TVA was socialistic, and 
the implication from his testimony is that he believes that all of this Federal 
power program and all of the people associated with the rural electric coopera- 
ayy are socialistic and what we are attempting to do is a socialistic practice; 
anc 

Whereas Mr. Aandahl has steadfastly stated that he was opposed to purchasing 
power to firm up Federal hydro power, which policy makes the Federal hydro 
power unusable by preference customers; and 

Whereas the officials of the Department of the Interior have not honored solemn 
and binding contracts which the Government entered into and under which they 
are obligated to carry out. This has been particularly true in the Southwestern 
Power Administration area; and 

Whereas they have attempted to force and bait the generation and trans- 
mission cooperatives in that area into the types of contracts with the private 
companies which the cooperatives did not want and which would give to the 
private companies the principal benefits of hydropower in the southwestern 
power area: Now, therefore, be it 

Resolved, That this regional meeting go on record urging that the resignations 
of Secretary Douglas McKay, Under Secretary Clarence Davis, and Assistant 
Secretary Fred Aandahl, all of the Department of Interior, be requested; and 
that if their resignations are not forthcoming we urge the filing of proceedings 
by the Congress of the United States for their removal from office; that copies 
of this resolution be forwarded to the President of the United States and to 
each and every Member of Congress. 


ExHIsIT C. ATTACHMENT 
{Excerpt from the Wall Street Journal, August 24, 1954] 


PACIFIC NORTHWEST POWER TO EXPLORE TWO SITES FOR IDAHO POWER DAMS 


SPoKANE.—Pacific Northwest Power Co. will do exploratory work this fall at 
the sites of two proposed power dams in Idaho, according to Kinsey M. Robinson, 
president. The Federal Power Commission has granted the company an 18- 
month preliminary permit for study of the proposed hydroelectric developments. 

The locations are at Bruces Eddy on the North Fork of the Clearwater River, 
with power capability estimated at 244,000 kilowatts, and Penny Cliffs on the 
Middle Fork of the Clearwater, rated at 292,000 kilowatts. 

Mr. Robinson said Pacific Northwest Power had asked for more time, as the 
18-month limit is terribly short. He also said two fundamental questions must 
be settled before the company could proceed to build the dams—a downstream 
benefit act of Congress to standardize assessment of costs to downstream dams 
for benefits from upstream water storage, and a decision whether the Federal 
Government is willing to advance funds for flood-control features of the dams. 

Pacific Northwest Power is a joint enterprise of Washington Water Power Co., 
which Mr. Robinson also heads; Montana Power Co., Pacific Power & Light Co., 
and Portland General Electric Co. 


SUPPLEMENT TO STATEMENT OF CLYDE T. ELLIS, GENERAL MANAGER, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION, WILSON DAM, ALA. 


The attached material was a part of a packet of material given 
to a group of girl students from Goucher College by the National 
Association of Electric Companies in October 1955. Anyone reading 
this material will be struck by the remarkable parallel between the 
policy recommendations here and those in the Hoover report. 


CONTRIBUTIONS OF THE INDUSTRY 


The factual story of the electric power industry, told in terms of foresight 
and research, is a drama of how people get things done in a free economy. 

Just as our gross national production leads every other nation, so does our 
production of electricity. The United States produces 41 percent of the world’s 
electricity. The next nation produces less than 11 percent. 


event 
It is 
perce 

On 
first | 
and | 
Was ¢ 
in At 
powe! 
engin 
onstr: 

Nia 


Long 1 
Electri 
and Wi 
® Yan 
Central 
Connec 
Gas & 
and We 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1005 


Here are some figures: In 1947, following World War II, when it was 
unable to carry out normal construction, the industry had 6 percent margin of 
reserve capacity. At the close of 1954 it had a reserve of 21.5 percent. In the 
9 years, 1946-54, it spent $18,468 million in new construction to bring total plant 
investment to $28 billion. 

It paid $1,447 million last year in Federal, State, and local taxes, 23 cents out 
of every dollar received from customers. 

The industry will spend $2,700 million this year and $2,400 million next year. 
In the next 4 years it will add 234 new units for an additional 24,698,000 kilo- 
watts, bringing total capacity to 103,800,000 kilowatts. 

The electric industry has been a major factor in the Nation’s industrial growth 
because it looks into the future and is willing to risk billions on what it sees 
there. Its engineers already are preparing for 1965, by which time the Nation’s 
electric power needs are expected to be doubled, and to 1975 when, according 
to present indications, a possible maximum of 423 million kilowatts will be 
needed—over 4 times the present 103,800,000-kilowatt capacity. 

Constant research by the industry, leading to improvement of generating and 
transmission facilities, has consistently brought the price of electricity down for 
7 decades from 25 cents a kilowatt-hour when Edison invented the light bulb, 
to an average of 2.74 cents per kilowatt-hour in 1953, for a new low to residential 
customers. 

Now the industry is deeply involved in the field of nuclear research to assure 
eventual large-scale production of electricity with atomic energy as a heat source, 
It is predicted that new nuclear-fueled generating capacity will grow from 2 
percent of total new capacity in 1965 to 65 percent by 1980. 

One company, Utah Power & Light, made atomic history when it became the 
first electric company to carry commercial nuclear power over its lines to light 
and power an entire American town, Arco, Idaho. The importance of the event 
was of such magnitude that it was announced initially at the Geneva Conference 
in August that for the first time an entire town of 1,200 depended on nuclear 
power as its sole power source for 1 hour on July 17. Utah Power & Light 
engineers worked with AEC scientists for 2 months to make this peacetime dem- 
onstration of the use of atomic energy a success. 

Niagara Mohawk Power Corp. now is using atomic power daily on a commer- 
cial basis from the AEC’s Nautilus-type reactor at West Milton, N. Y. 

Duquesne Light Co., of Pittsburgh, joined with AEC and Westinghouse more 
than 2 years ago to build an atomic plant at Shippingport, Pa. The electric com- 
pany is contributing $5 million toward the research and is building its own 
60,000- to 100,000-kilowatt powerplant. 

Consolidated Edison Co. of New York, Ine., is going forward with a nuclear 
plant of 236,000 kilowatts on the Hudson River without Government help of any 
kind. This plant will cost $55 million. It is expected to be in operation in 
1960. 

Seven power companies’ are behind a $45 million, 180,000-kilowatt project in 
the Chicago area; 17 companies’ are sponsoring a $45 million, 100,000-kilowatt 
plant in the Detroit area, and 12 New England companies * seek AEC approval to 
build a 134,000-kilowatt plant at a cost of $33,400,000. 

This is the electric industry story of atomic research and development in the 
power field—40 companies already deeply involved at a cost of approximately 
$185 million of their own money. It is another way of saying that industry, 
under the American free-enterprise economy, never stands still. 


1Nuclear power group: American Gas & Electric Service Corp., Central Tllinois Light 
Co., Commonwealth Edison Co., Illinois Power Co., Kansas City Power & Light Co., Pacific 
Gas & Electric Co., and Union Electric Co. 

2Detroit Edison group: Alabama Power Co., Central Hudson Gas & Electric Corp., 
Cincinnati Gas & Electric Corp., Columbus & Southern Ohio Electric Co., Consumers Power 
Co., Delaware Power & Light Co., Detroit Edison Co., Georgia Power Co., Gulf Power Co., 
Long Island Lighting Co., Mississippi Piwer Co., poem Electric Co., Potomac 
Electric Power Co., Rochester Gas & Electric Corp., the Southern Co., Toledo Edison Co., 
and Wisconsin Electric Power Co. 

® Yankee Atomic Electric Power Co.: Boston Edison Co., Cambridge Electric Light Co., 
Central Maine Power Co., Central Vermont Public Service Corp.. Connecticut L. & P. Co. 
Connecticut Power Co., Hartford Electric Light Co., Montauk Electric Co., New Bedford 
Gas & Edison Light Co., New England Power Co., Public Service Co. of New Hampshire, 
and Western Massachusetts Electric Co. 
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The electric industry, on its record of accomplishment, chould receive prime 
consideration as a partner in all atomic energy power developments and as 
builders of the power features of all economically feasible Federal multipurpose 
hydro projects because: 

1. Their long experience assures that all the people of the area will 
get the best possible powerplant without the delay often occasioned by failure 
of Congress to appropriate for Federal projects. 

2. They will build the projects with money invested by the people, not 
United States tax dollars. 

3. They will make new additional contributions to gross national produc- 
tion. 

4. They will make even greater contributions in Federal, State, and local 
taxes, thus helping to relieve tight money problems of most governmental 
units. 

5. They are ready and anxious to move forward immediately with all such 
projects. 

HEADWATER BENEFITS 


During the coming session it is hoped that Congress will consider levying 
charges on the Federal Government for benefits received from non-Federal 
hydro developments upstream. This problem has been before the Congress 
since 1952. 

When a storage dam is constructed upstream from a given point, generally 
greater power production is possible downstream. Under present law, non- 
Federal owners of downstream plants must pay charges to the Federal Govern- 
ment for such benefits. The reverse, however, is not true and legislation under 
consideration would rectify this inequity. 

This was first recommended by the Federal Power Commission to the House 
Public Works Committee in 1952 and again by President Eisenhower in his 
budget messages of 1954 and 1955. In his 1955 message, the President stated 
in part: “Payments are now required from other licensees deriving such benefits 
and I see no reason why the Federal Government should be exempted. I hope 
the Congress will amend the Federal Power Act during this session to require 
such Federal payments.” 

Legislation to accomplish this objective was introduced in the 1st session of 
the 84th Congress (S. 1574 by Senator Goldwater, Republican of Arizona). 
This bill, however, would have repealed the present section 10 (f) of the Federal 
Power Act and made the Secretary of Interior, rather than FPC, responsible for 
determining the benefits and making the payments. 

A subcommittee of the Senate Committee on Interior and Insular Affairs held 
8 days of hearings on the measure last session, but did not report a bill. As 
the hearings opened, Willard W. Gatchell, FPC General Counsel, recommended 
substitute language giving FPC jurisdiction. He said the change, concurred 
in by the Bureau of the Budget and Senator Goldwater, was suggested “* * * 
only to enable its (S. 1574) real purpose to be more effectively carried out 
under the framework of existing legislation.” Senators Morse, Magnuson, and 
Jackson, as well as public power groups, opposed the legislation. 

Representative Gary, Democrat of Virginia, has introduced a Lill (H. R. 7468) 
similar in theory to the Goldwater bill. The Gary measure, in part, would 
accomplish the change suggested by FPC. Another important part of the Gary 
bill provides for relicensing of hydro projects by the FPC at the end of the license 
term provided the Federal Government does not exercise the recapture clause. 
No action has been taken on this bill by the House Interstate and Foreign Com- 
merce Committee. 

Headwater benefits legislation is desirable hecause: 

1. It would place all power consumers on an equal footing in sharing 
headwater reservoir costs. 

2. Payments for headwater benefits would be standardized. 

3. In the interest of sound conservation, a more efficient and coordinated 
maximum use of a watershed for power and related purposes would be 
accomplished. Headwater storage reservoirs that might not otherwise be 
economically feasible would become feasible because of the cost sharing. 


TVA REVENUE BOND FINANCING 


Certain to receive early congressional consideration will be bills to authorize 
financing of future TVA power expansion through TVA revenue bonds. 
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In recent years Congress has been reluctant to approve future TVA expansion 
by appropriation. Consequently, sponsors of these measures will probably seek 
immediate passage to avoid the annual appropriation floor test. 

Bills pending tall into three categories: 

The plan endorsed by ‘TVA and Tennessee Valley Congressmen which 
would give the TVA Board wide authority to issue such bonds, repeal present 
40-year repayment provisions, and declare the bonds to be apart from the 
public debt (H. R. 6575 by Representative Davis (Democrat) of Tennessee 
and H. R. 6576 by Representative Jones (Democrat) of Alabama). 

The Bureau of the Budget plan, a modification of the TVA plan, which 
would prescribe limits of bonded indebtedness to be controlled by the Treas- 
ury, congressional review of the disposition of revenue bond proceeds, and 
retirement of the appropriation investment before retirement of capital obli- 
gations (H. R. 6770 by Representative Buckley (Democrat) of New York 
on reguest). 

The Kerr plan, a revised TVA plan, which eliminates provisions permit- 
ting Secretary of the Treasury to buy bonds from TVA or in the open market 
(S. 2373 by Senator Kerr (Democrat) of Oklahoma). 

The Flood Control Subcommittee of the Senate Public Works Committee, 
headed by Senator Kerr, held hearings on these bills in July and plans to resume 
consideration on January 9. There is reason to believe, as of now, that the sub- 
committee will recommend adoption of a revenue bond financing plan. 

BHlectric industry and United States chamber spokesmen opposed the plan, as 
did the Comptroller General. The latter took the position on the Kerr bill that 
no matter how clearly spelled out to the contrary, any obligations arising from 
such revenue-bond financing by a corporation of the United States would in fact 
by moral obligations of the Government; the legislation is “basically objection- 
able because of the extent to which it removes TVA from the controls now exer- 
cised over its activities by the Congress and the executive branch.” 

This can well be the most important power issue in the coming session and 
could be the forerunner of plans to finance all Federal power outside the Federal 
budget. Eventually, the same method might be used to put the Government into 
the steel business, medicine, communications, banking, and other free enterprises. 
This is the way the United States could become “socialized in our time.” 

The TVA revenue-bond proposals would: 

1. Abrogate the watchdog function of the Congress. 

2. Acknowledge a “public utility” responsibility for TVA ad infinitum. 

3. Pose the threat of geographic as well as capacity expansion. 

4. Give effect to the dubious plan to remove new 'I'VA obligations from the 
public-debt limitation. 

5. Initiate the double- or dual-budget concept advanced in the 1930’s as 
a means to finance capital expenditures. 


NIAGARA REDEVELOPMENT 


Senate and House Public Works subcommittees completed hearings during the 
last session on bills dealing with Niagara redevelopment. 

Subcommittee recommendations and full committee action are possibilities 
during the coming session. Membership of the committees of both Houses is 
reportedly divided and a majority vote on any one bill uneertain. 

The bills considered follow three general approaches to development of addi- 
tional hydroelectric potential at Niagara: 

Development of five regulated New York State electric companies under Fed- 
eral Power Commission license (H. R. 142 by Representative Miller (Republican) 
of New York, H. R. 420 by Representative Dondero (Republican) of Michigan, 
Ss. ro Senator Capehart (Republican) of Indiana). These are virtually identi- 
eal bills. 

Development by the New York State Power Authority under FPC license. 
This bill (H. R. 5706 by Representative Buckley (Democrat) of New York) 
provides preference for public bodies and cooperatives for as much power “as 
they can use economically and practically.” 

Two other bills (S. 1823 by Senator Lehman (Democrat) of New York and 
16 others and H. R. 5878 by Representative Davidson (Democrat) of New York) 
would provide for Federal-type preferences and New York State construction. 

Another bill (H. R. 5377 by Representative Radwan (Democrat) of New 
York) would authorize immediate construction by the Army Corps of Engineers 
with ownership of the facilities and disposition of the power to be decided later 
by Congress. 
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Further development of Niagara by regulated electric companies is desirable 
because : 

1. A taxpaying electric company has been developing power at Niagara Falls 
economically and satisfactorily for over 50 years. This is merely an expansion 
of American electric facilities at this site, made possible by the 1950 treaty with 
Canada. 

2. This expansion is for power only. It is not a multiple-purpose project. 
Navigation, flood control, or other so-called Federal multiple purposes are not 
involved. 

3. Development by regulated electric companies will yield tax dollars—nearly 
$25 million a year—which would not be realized under either Federal or State 
development. 

4. The House of Representatives in the 88d Congress endorsed this established 
pattern by a 2 to 1 majority. 

5. The Miller-Dondero-Capehart bill to authorize development by the five New 
York companies has been overwhelmingly endorsed by such New York State 
groups as town and county associations, farm, labor, civic and industrial organi- 
zations, newspaper editors, and civic leaders. Even its own House delegation in 
the 83d Congress voted 32 to 9 in favor of this bill. 


JOHN DAY 


The Flood Control Subcommittee of the House Public Works Committee prob- 
ably will reopen hearings on the John Day bill (H. R. 5789 by Representative 
Coon (Republican) of Oregon) in the next Congress. 

In a brief 1-day hearing in July, Chairman Davis (Democrat) of Tennessee 
announced that the committee had received numerous requests for time from 
Northwest opponents of the bill. “Lengthy” hearings have been promised. 

The bill would assure prompt construction of an authorized project—ur- 
gently needed in the Northwest—by a new financing plan between the Federal 
Government and local groups. The administration supports this bill. 

Thomas W. Delzell, chairman of the board, Portland General Electric Co., 
testifying on behalf of the Pacific Power & Light Co., the Washington Water Power 
Co., and his company, outlined the partnership plan: 

The project would be designed, built, owned, and operated at all times by 
the United States, acting through the Corps of Engineers. 

Of the estimated cost of $310 million, local participants would contribute 
$273 million, the estimated power allocation, or 87 percent of the total. 

The Government would provide only $37 million for navigation features. 

As a consideration for the power financing, local participants would re- 
ceive a 50-year contract for the power output. 

The project’s operations would be integrated with all plants in the com- 
prehensive Columbia River development plan and its electrical output would 
be integrated with the Bonneville Power Administration grid and all other 
transmission facilities with which that grid is interconnected. 

Questioning of witnesses favorable to the bill indicates this will be contro- 
versial subject when hearings resume. 

The John Day bill should receive favorable consideration because: 

1. It offers a bold and imaginative solution to the old problem of lagging 
power supply in the Northwest. 

2. Construction of a major multipurpose dam on the Columbia River would 
be expedited and the taxpayer relieved of 87 percent of the $310 million cost. 

8. The project would belong to the Federal Government. 

4. The proposal turns the clock of progress years ahead, not backward as 
Federal power advocates assert. 


UTILITY HIGHWAY RELOCATION 


A new and accelerated highway-construction program is high on the admin- 
istration’s list of must legislation for Congress. Most agree that a highway 
bill will be passed. 

Pending legislation includes a provision to reimburse utilities in part for 
relocatiun costs resulting from highway construction. The Senate has passed 
a bill (S. 1048 by Senator Gore, Democrat, of Tennessee) which includes a pro- 
vision permitting payment from Federal funds of one-half of the costs of 
relocating utility facilities if State law requires utilities to bear such costs. 
It also limits the amount which may be paid for this purpose to not more than 
2-percent of each State’s annual allotment. 
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Following Senate action, the House Public Works Committee reported out 
H. R. 7474 which provided for payment of 50 percent of costs from Federal 
funds upon request of the State highway department, limiting the amount to 
2 percent of the total approved cost of construction. This provision was stricken 
from the bill during debate. In the end the House failed to pass highway 
legislation. 

Private, public, and cooperatively owned utilities supported the utility reloca- 
tion provision. Major opponents were State highway commissions and the 
Bureau of Public Roads, who testified that this problem was a State matter. 
It was argued that utilities were squatters on the public right-of-way and should 
be required to remove their facilities and rebuild at their own expense. This 
position ignores the true nature of the public-utility concept, that they are 
public utilities because they are permitted to use highways, streets, and thorough- 
fares under appropriate regulations. Furthermore, this argument of the high- 

yay people would impose the burdensome cost of relocations completely on elec- 
tric, telephone, water and gas customers and not on highway users or taxpayers 
generally. 

The House Public Works Committee will consider a new highway bill at the 
next session. Arguments for including utility reimbursement provisions in such 
a bill are: 

1. Highways benefit the public as a whole and all costs should be borne by 
those who benefit. 

2. Relocation expense should not fall only on the customers of utilities. 

3. Unless reimbursement is provided, the customers of utilities will pay 
double for highway construction—once in taxes and again in rates. 

4. Relocation costs are negligible in comparison with overall costs, but 
impact on individual companies can be serious. 


ELECTRIC ENERGY DEVELOPMENT ACT 


Purpose of this act is to promote the common defense and general welfare by 
encouraging maximum development of electric energy from all sources, “includ- 
ing atomic energy, coal, oil, natural gas, and water.” 

Much of the research connected with peacetime applications of atomic fuel as 
an energy source for electric power is being carried forward by groups of electrie 
companies and other industries. This same group effort will be required if atomie 
reactors are to be built for practical operation. Legal definitions written into 
the Holding Company Act of 1935, however, could be obstacles to such consolidated 
efforts in this, as well as in large-scale steam and hydro operations. That these 
definitions could become obstacles to progress was not foreseen when the Holding 
Company Act was passed in 1935, 10 years before the beginning of the atomic 
age. 

To remove a technical impediment to such projects, bills (H. R. 6294 by Repre- 
sentative Dodd (Democrat) of Connecticut, H. R. 7258 by Representative Thomp- 
son (Republican) of Michigan, H. R. 7554 by Representative Hayworth (Demo- 
crat) of Michigan, S. 2648 by Senator Potter (Republican) of Michigan) are be 
fore the Senate and House Committees on Interstate and Foreign Commerce to 
encourage practical development of peacetime atomic energy and large-scale 
electric generating plants. Realizing that many would assume this legislation 
might weaken the Holding Company Act, Representative Dodd emphasized that 
his bill “does not do away with regulation—it requires regulation.” He further 
stated: 

“It merely says that any company ‘not otherwise a holding company’ shall not 
be deemed to be a holding company under the act solely by reason of the owner- 
ship of 10 or more percent of the voting securities of a generating company ¢- it 
meets these tests: (1) All of the outstanding voting securities * * * are owned 
by two or more electric utility or holding companies whose facilities are inter- 
connected and whose other utility assets are located within economical trans- 
mission distance of the generating company; (2) all of the electric energy * * * 
is sold to a public agency or to one or more of the companies owning its voting 
securities; and (3) the issuance of securities by the generating company and 
by each of the electric utility or holding companies owning its voting securities 
is subject to the jurisdiction of a State commission or of any agency or instru- 
mentality of the United States.” 

Passage of the Electric Energy Development Act would: 

1. Make it possible for electric companies to go all out in development of 
new sources of low-cost electric energy. 
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2. Permit companies not now subject to the Holding Company Act to join 
efforts to produce electricity without becoming subject to its provisions by 
reason of such joint effort. 

3. Hasten the day when production of electric power by atomic heat be- 
comes economically feasible on a commercial basis. 

4. Encourage industry through joint effort to furnish more experience and 
capital for development of natural-resource projects now possible only by 
Government, thereby providing greater contribution to the people through 
free enterprise. 

FEDERAL POWER POLICY 


Underlying discussions of specific power issues during the next session of Con- 
gress will be the broad question of Federal power policy. 

Public power critics claim the administration’s partnership and self-help 
approach to power problems violates national power policy as it has evolved over 
the past 50 years. Efforts to prove this probably will be made in the House 
Appropriations Committee hearings and before various subcommittees investigat- 
ing power policy. 

Hearings by the Public Works Subcommittee of the House Appropriations 
Committee probably will be important and active in this respect. This sub- 
committee was formed during the last session to consider all power and atomic 
energy appropriations. It now exerts a dominant influence over the power 
activities of Government agencies. This influence was demonstrated this year 
when many of its recommendations became law. Further appropriation legisla- 
tion designed to shape power policy can be expected on the record thus far estab- 
lished. Of particular importance in the last session was: 

The Southwest problem: The Southwestern Power Administration was given a 
$6 million appropriation for its continuing fund to reinstate contracts to purchase 
steam power from REA co-ops in the area and to lease their transmission facili- 
ties. These lease-purchase contracts were entered into between SWPA and super 
co-ops after the REA had financed steam plants and related power facilities 
through super co-op loans. This procedure circumvented two congressional di- 
rectives. One, dating back to 1947, refused to give SWPA authority to build 
steam plants. Another in 1949 instructed SWPA to make contracts with electric 
companies for marketing its power. The lease-purchase contract was financed 
from SWPA’s continuing fund—a permanent appropriation set up in a manner 
that permitted SWPA to use its own power revenues to purchase steam power 
and lease transmission facilities without specific congressional appropriations. 
In 1951, Congress put the continuing fund on an annual appropriation basis to 
regain control over SWPA’s power revenues. In 1953, it discontinued use of the 
eontinuing fund for lease-purchase contracts. However, this was reinstated in 
the last session—an example of policy change by appropriation. 

To instruct SWPA to reenter the lease-purchase field is to assume that this 
agency has a public-utility responsibility to serve preference customers, Here 
again, as in the case of the TVA, a Federal agency formed to dispose of incidental 
power at Federal dams is being encouraged to expand its operation. 

Federal power policy investigations: To foster the claim that the Admin- 
istration is reversing long-standing policy by administrative interpretation of 
laws applying to Federal power, two subcommittees of the House Committee 
on Government Operations have been conducting hearings on this matter. 

The Chudoff Subcommittee on Public Works and Resources spent considerable 
time in Washington questioning present and former Interior Department officials, 
The committee is attempting to build a record which will prove that the admin- 
istration refuses to recognize that Government has a full utility responsibility 
to perform in given areas. The committee also held hearings in the Southeast, 
the Southwest, and the West to hear charges by public-power advocates that 
the Interior Department was not following accepted practice regarding disposal 
of Federal power and in dealing with preference customers. Industry witnesses 
for the most part have not been permitted to testify. 

The Jones Subcommittee on Water Resources and Power, organized to study 
and make recommendations on the Hoover Report on Water and Power, launched 
a series of investigations in flood-stricken areas, with testimony thus far devoted 
primarily to power matters and electric rates. 

In considering Federal power policy, the Congress should take into considera- 
tion these generally accepted principles: 

1. Local agencies—not the Federal Government—should be responsible 
for meeting power needs. The construction record of the electric companies 
dramatically demonstrates they can supply the power needs of all the people. 
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2. Federal agency reports to Congress, dealing with power demand and 
supply, should include existing programs of local suppliers. 

8. Much of the river basin development can be accomplished without 
spending taxpayer’s money. 

4. Federal power should be sold at true costs, which would include all 
Federal, State, and local taxes and full interest on money borrowed. 

5. Existing preference clauses do not give the Federal Government a 
utility responsibility and efforts to so interpret them should be opposed. 
Furthermore, power policies should be formulated so that no citizen is 
discriminated against. 


(The resolutions which Mr. Clyde T. Ellis requested be made part of 
the record and the letter transmitting them read as follows:) 


NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIATION, 
Washington 6, D. C., December 27, 1955. 
Hon. Rosert E. Jones, 
Chairman, Subcommittee on Water Resources and Power, 
House Office Building, Washington 25, D. C. 

DEAR CONGRESSMAN JONES: The National Rural Electric Cooperative Associa- 
tion has now completed a series of 10 regional meetings, the scope of which in- 
eluded each of the 42 States and Alaska in which we have 925 rural electric 
cooperative member systems, representing a total membership of 3,667,357 farm 
families. 

During each meeting resolutions are proposed and voted upon by those indi- 
vidual members present. Attached you will find copies of resolutions reflecting 
the attitude of our membership toward matters coming within your jurisdiction. 

As the activities of our association are to serve the best interests of our member- 
ship, the resolutions adopted at these regional meetings guide the National Rural 
Electric Cooperative Association toward a better rural-electrification program. 

Sincerely yours, 
CLyveE T. Exv.is, General Manager. 


SocrALisM 
REGION VI, SEPTEMBER 20-30, 1955, MEETING HELD IN BISMARCK, N. DAK. 


Whereas Clarence A. Davis, Under Secretary of the Department of Interior, 
in recent speech in Oregon, characterized, by implication, supporters of rural 
electrification and Federal development of river valleys as “Socialists”; and 

Whereas in the same speech he inaccurately defined the present fight against 
the monopoly of the commercial power companies as one “between those who insist 
on Federal power or none on one side and those of us who believe in a combination 
of Federal, State, and local power on the other”: Now therefore be it 

Resolved, That those attending this meeting emphatically declare that none of 
us are for “all Federal power or none,” but that we do believe in a true partner- 
ship between the Federal Government and the people for development of the 
Nation’s river basins and legislation and policies that will make it possible for 
free enterprise rural electric cooperatives to provide their members with an 
adequate supply of low-cost electric power: and be it further 

Resolved, That the power “partnership” of the Eisenhower administration is 
not a true partnership with the people, but rather with the investor-owned 
utilities that are dominating this administration as never before in the history 
of this country. 


REGION VIII, SEPTEMBER 26-27, 1955, MEETING HELD IN ST. LOUIS, MO. 


Whereas it is reported in the St. Louis Post Dispatch newspaper dated Septem- 
ber 26, 1955, that Clarence A. Davis, Under Secretary of the Interior, in a speech 
at Eugene, Oreg., on September 25, 1955, before the Lane County Republican 
Women's Club stated that those who insist on Federal power development and 
those who opposed the partnership plan of Interior are Socialists and whatever 
they say about this plan is “political hogwash”; and 

Whereas by implication, if not by actual words, he attacked all of our farmers 
in the rural electric program accusing them of being Socialists; and 

Whereas he accused all those who disagree with Interior’s power policy as 
advocates of “domination of the economy by a Government bureaucracy”; and 

Whereas Mr. Davis is a high Federal Government official with Cabinet status 
and often speaks for the Secretary and the administration; and 





1012 ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 


Whereas it is unthinkable that a high Federal Government official would falsely 
accuse the citizens he represents of being Socialists, a belief inimical to our form 
of government; and 

Whereas we resent the false accusations made by Under Secretary Davis: 
Now therefore be it 

Resolved, That the delegates at this convention go on record as condemning 
the false accusations of Under Secretary Davis, and that a copy of this resolu- 
tion be sent to the Secretary of Interior, the President of the United States, and 
the Congress. 

BONNEVILLE POWER ADMINISTRATION 


REGION Ix, OCTOBER 31—NOVEMBER 1, 1955, MEETING HELD IN RIVERDALE, CALIF, 


We express appreciation to the Chudoff Committee on Natural Resources and 
Public Works for their investigation of the Department of Interior’s administra- 
tion of Federal power laws; and 

We urge that this committee continue its investigation in detail to include such 
captive dams as Fort Peck Dam, Canyon Ferry Dam, Anderson Ranch Dam, the 
marketing policies of the Bonneville Power Administration, including the prac- 
tice of selling firm and peaking power to private utilities at dump power rates. 

» - ae A “a ao me 


We request that Congress amend the Bonneville Act to define the service area 
of the Bonneville Power Administration to be the States of Montana, Idaho, 
Oregon, and Washington, and that BPA be the marketing agency for all Federal 
electric generating plants in these four States. 

Copies of this resolution are to go to all members of the Pacific Northwest 
delegation. 

POWER INVESTIGATIONS 


REGION I, OCTOBER 17-18, 1955, MEETING HELD IN WASHINGTON, D. CO. 


Be it resolved, That we urge the continuation of the investigations of the power 
field already begun by committees headed by Representatives Chudoff, Jones of 
Alabama, and Senators O'Mahoney and Kefauver; and we reiterate cur request 
that Congress authorize a large-scale investigation of monopoly in the electric 
industry, including propaganda and corruption of elections, 


REGION II, NOVEMBER 7-8, 1955, ST. PETERSBURG, FLA. 


Whereas we know that for 1953 electric utilities spent at least $23 million on 
advertising and that other utilities also spent large sums; and 

Whereas we believe that much of this advertising was used not to promote 
increased power and other utility sales but to influence elections and legislation: 
Now, therefore, be it 

Resolved, That we urge: (1) That the Internal Revenue Act be amended to 
prohibit the deduction of utility advertising as an operating expense unless 
such advertising is clearly for sales promotion only, and (2) that the Federal 
Power Act be amended to prohibit inclusion of propaganda and all advertising 
except that strictly limited to sales promotion in the operating expenses of 
companies, and (3) that the Corrupt Practices Act be amended to prohibit and 
make illegal all utility advertising which is not strictly for sales promotion; and 

Whereas we know that the Hoover Commission has falsely charged that Federal 
power is subsidized, and we know that the Office of Defense Mobil'zation has 
already given the private power companies interest-free loans of $955 million 
and ultimate subsidies of $3.2 billion, which the Hoover Commission has denied: 
Now, therefore, be it 

Resolved, That we urge Congressman Robert Jones to: (1) Investigate private 
power company subsidies, and (2) investigate the FPC’s disregard or violation 
of its legal duties to protect electric consumers by compelling power companies 
to pass on benefits, and (3) investigate FPC’s failure to issue orders requiring 
orderly accounting of tax amortization benefits, and (4) make whatever recom- 
mendations are necessary for disciplinary or legal action to correct the situation 


revealed. 
REGION III, OCTOBER 3-4, 1955, MEETING HELD IN BILOXI, MISS. 


Be it resolved, That we urge the congressional committees to continue and to 
intensify the investigations of the power monopolies which were started during 
the past session of this Congress. 
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REGION IV, SEPTEMBER 12-13, 1955, MEETING HELD IN FORT WAYNE, IND. 


Be it resolved, That we urge the Congress to launch a full-scale investigation of 
propaganda and monopolistic activities of the private power companies. 


REGION V, SEPTEMBER 15-16, 1955, MEETING HELD IN MADISON, WIS. 


Whereas many rural people are keenly disappointed by the lack of progress 
in the development of telephone service for rural areas; and 

Whereas the REA part of the developments seems to be beset by many obstacles, 
with the result that the cooperative telephone program seems to be dying on 
the vine; and 

Whereas it is the expressed will of the Congress and the desire of rural people 
that modern telephone service be made available to farmers as well as city people 
and that such service be made available now and not in the next century: Now, 
therefore, be it 

Resolved, That the rural-electriec systems urge the appropriate congressional 
committee to conduct an investigation and a public accounting on rural telephone 
service, and that this committee request the Bell System, the independents, and 
REA to report on the number of new connections made since the Rural Telephone 
Act was pussed in 1949, and that the Bell and independent systems be requested 
to state their plans in detail for extending more rural service and modernizing 
inadequate systems, and the REA be asked to tell the Congress in detail the 
obstacles it is encountering in carrying out the congressional mandate; and be it 
further 

Resolved, That the same congressional committee call in the managers and 
directors of existing telephone cooperatives to help in giving a clear picture of 
obstacles and difficulties and that the same committee call in representatives of 
cooperative systems which have attempted organization, and been stopped; and 
be it further 

Resolved, That the same congressional committee investigate the extent to 
which State utility commissions are being used to delay the telephone program 
and examine the constitutionality of such activities; and be it further 

Resolved, That upon completion of this investigation and public accounting 
that the committee make appropriate recommendations to the Congress for 
revision of all laws and procedures which are delaying good rural telephone 
service. 


REGION VI, SEPTEMBER 29-30, 1955 MEETING HELD IN BISMARCK, N. DAK. 


Be it resolved, That we urge the Congress to launch a full-scale investigation 
of propaganda and monopolistic activities of the profit power companies, monop- 
olies, duopolies, oligopolies, and others that are spending huge sums of money 
to discredit us; be it further 

Resolved, that NRECA continue their efforts to more adequately inform the 
public of such detrimental and harmful activities. 


REGION VII, SEPTEMBER 19-20, 1955, MEETING HELD IN WICHITA, KANS., 


Adopted resolution similar to region I. 


REGION IX, OCTOBER 31—NOVEMBER 1, 1955, MEETING HELD IN RIVERSIDE, CALIF. 


We express appreciation to the Chudoff Committee on Natural Resources 
and Public Works for their investigation of the Department of Interior’s 
Administration of Federal power laws; and 

We urge that this committee continue its investigation in detail to include 
such captive dams as Fort Peck Dam, Canyon Ferry Dam, Anderson Ranch 
Dam, and the marketing policies of the Bonneville Power Administration, in- 
cluding the practice of selling firm and peaking power to private utilities at 
dump power rates. 

We urge REA to initiate studies for control of piracy against cooperatives 
by privately owned utilities. We also urge investigation by REA and appro- 
priate congressional committees of the extent to which the security of Federal 
loans to cooperatives is threatened by the inroads of private monopoly, through 
pirating activities, to the end that remedial Federal legislation may be 
undertaken. : 

We know that for 1953 electric utilities spent at least $23 million on advertising 
and that other utilities also spent large sums; and 
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We believe that much of this advertising was used not to promote increased 
power and other utility sales but to influence elections and legislation ; and 

We urge (1) that the Internal Revenue Act be amended to prohibit the de- 
duction of utility advertising as an operating expense unless such advertising 
is clearly for sales promotion only, and (2) that the Federal Power Act be 
amended to prohibit inclusion of propaganda and all advertising except that 
strictly limited to sales promotion in the operating expenses of companies, and 
(3) that the Corrupt Practices Act be amended to prohibit and make illegal 
all utility advertising which is not strictly for sales promotion, 

We believe that the Congress should investigate the extent to which corpo- 
ration and especially utility corporation gifts to land-grant colleges and other 
universities are being used to interfere with freedom of education and expres- 
sion and the extent to which such gifts tend to convert institutions of learning 
into propagandists for corporation and utility privileges. 

We strongly endorse recent investigations of the political and propaganda 
practices of the utility industry conducted by the congressional subcommittee 
headed by the Honorable Joseph C. O'Mahoney, of Wyoming, and the Honorable 
Emanuel Celler, of New York. We believe these investigations to be in the 
public interest by calling attention to the misuse of large sums collected from 
electric rate payers for the purpose of protecting and extending private monopoly. 

We urge a continuation and broadening of these valuable investigations 
during the second session of this Congress. We urge particular attention be 
given by the investigators to monopoly, holding company and corrupt practices 
and other abuses by Ebasco Services and its client utility corporations. 

We urge Congress to investigate monopoly in the telephone industry and the 
extent to which monopoly conspiracies are interfering with the bringing of 
telephone service to rural people. 

We believe it is apparent that the present utility holding company act is 
not adequate to achieve the desired ends, and it is apparent that the power 
companies are evading the existing law and are forming combines, such as 
the Pacific Northwest Power Co. and Yankee Atomic Energy Corporation to 
name only two; and 

We urge that the Congress investigate these combines and reconsider the 
Holding Company Act; and 

We urge that the Holding Company Act be amended to prohibit any electric 
utility from operating in more than one state in order that State regulation 
be made less difficult and the size and influence of power companies be reduced. 

We know that the Hoover Commission has falsely charged that Federal power 
is subsidized, and we know that the Office of Defense Mobilization has already 
given the private power companies interest-free loans of $955 million and ulti- 
mate subsidies of $3.2 billion, which the Hoover Commission has denied. 

We urge Congressman Robert Jones to (1) investigate private power company 
subsidies to the end that the Internal Revenue Act be amended to forbid tax 
amortization subsidies and (2) investigate the FPC’s disregard or violation of 
its legal duties to protect electric consumers by compelling power companies to 
pass on benefits, and (3) investigate FPC’s failure to issue orders requiring 
orderly accounting of tax amortization benefits, and (4) make whatever rec- 
ommendations are necessary for disciplinary or legal action to correct the 
situation revealed. 

We urge that Congress investigate the sharp reduction in the publication of 
information on power matters of the Interior Department, such as the discon- 
tinuance of the publication Power Transactions and the Fort Peck Annual Re- 
port among others. We think these were not discontinued for the claimed 
economy but to choke down the information which is necessary for scrutiny 
of essential public business: be it further 

Resolved, That we deplore the fact that REA this past year, for the first time, 
failed to make available and publish its annual report to Congress. 



























































REGION X, OCTOBER 27-28, 1955, MEETING HELD IN PHOENIX, ARIZ. 







Adopted resolution similar to region I. 
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REGION III, OCTOBER 3-4, 1955, MEETING HELD IN BILOXI, MISS. 


Whereas it is apparent that many municipalities and power companies are ex- 
tending their utility lines into territory which should be serviced by REA co- 
operatives, and acquiring the cooperatives’ customers by the extension of munici- 
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pal boundaries or by building directly into old and new subdivisions outside of 
municipal boundaries; and 

Whereas in some States legislation has been promoted to support the munici- 
palities and power companies in this practice to the hurt of the cooperatives: 
Be it 

Resolved, That the delegates of region III of NRECA go on record as condemn- 
ing this practice and recommending that study be given to ways and means of 
assisting the cooperatives to retain and to control their service territories in 
such a situation; be it further 

Resolved, That copies of this resolution be submitted to all forthcoming 
NRECA regional meetings and the national meeting to develop an awareness to 
this situation and to develop a policy with reference thereto. 


REGION IX, OCTOBER 31, NOVEMBER 1, 1955, MEETING HELD IN RIVERSIDE, CALIF. 


We urge REA to initiate studies for control of piracy against cooperatives by 
privately owned utilities. We also urge investigation by REA and appropriate 
congressional committees of the extent to which the security of Federal loans to 
cooperatives is threatened by the inroads of private monopoly, through pirating 
activities, to the end that remedial Federal legislation may be undertaken. 

We declare as a matter of policy that our rural electric cooperatives may serve 
any and all loads which may legitimately be served by any private electric 
corporation. 

Mr. Jones. Our next witness this afternoon is Mr. M. C. Stewart, 
of Fort Payne, Ala., who is manager of the Sand Mountain E lectric 
Cooperative and is representing the TVPPA. 

I want to explain that Mrs. Griffiths and Congressman Reuss have 
already engaged transportation for a 4 o’clock departure i in order to 
get to Memphis. They had not visited this area before, and they 
wanted to see as much of the country as they possibly could before 
nightfall on their way to Memphis. The committee meets in the 


morning at 9: 30 at Memphis, and that is the occasion for their absence 
at this time. 
Mr. Stewart, you may proceed. 


STATEMENT OF M. C. STEWART, REPRESENTING TENNESSEE 
VALLEY PUBLIC POWER ASSOCIATION, NORTH ALABAMA POWER 
DISTRIBUTORS ASSOCIATION, AND MANAGER, SAND MOUNTAIN 
ELECTRIC COOPERATIVE 


Mr. Stewart. Thank you, sir. 

Mr. Chairman and members of the committee, my name is M. C. 
Stewart. I am manager of the Sand Mountain Electric Cooperative, 
with headquarters in Fort Payne, Ala., and serving some 10,700 fam- 
ilies in De Kalb, Jackson, and Marshall Counties in the northeast 
corner of Alabama. We have service available to more than 98 per- 
cent of the homes and establishments in our area. 

The TVA Public Power Association, whom I am representing, is 
an organization representing about 90 percent of the distributors in 
the area. I am also representing the Northern Alabama Power Dis- 
tributors’ Association, an association of all the TVA distributors in 
north Alabama, and a local organization for Alabama for service in 
the exchange of information. 

It gives me great pleasure to appear before your committee, chair- 
manned by our able Congressman, the Honorable Robert Jones, who 
has been such a great help to us—and by us I mean the Sand Moun- 
tain Electric Cooper ative, all distributors of TVA power, the TVA, 
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REA, all REA cooperatives, and all power developments whose main 
purpose is to serve the American people. 

I feel very lucky in that the Sand Mountain Electric Cooperative’s 
area is located in two congressional districts; and while I live in the 
Fifth District, represented by the Honorable Albert Rains, so many 
of our members are in Congressman Jones’ district, and he has worked 
with us so consistently and helpfully to make electric service available 
to all in the area, that 1 feel that he is our Representative also. 

I can’t help but feel that we in northeast Alabama are fortunate in 
having the best representation in Washington of any area of the 
United States. Senators Lister Hill and John Sparkman both have 
enviable records of service to Alabama and the Nation in the United 
States Senate, and no less illustrious, though not yet of quite such 
duration as the Senators’, is the record of Congressmen Albert Rains 
and Robert Jones; but I surely hope and feel that the passing of the 
years will remedy this matter of duration. 

Again, Congressman Jones, I say it is a great pleasure to appear 
here before your committee. 

Mr. Jones. I hope you give me an opportunity to come over there 
to some of your meetings so that I can advocate an increased amount 
of pay for you to your board of directors, Mark. 

Mr. Stewart. Thank you. 

Mr. Jones. Because with all of the kind things you say, I would be 
entitled to come over and insist that they pay you. 

Mr. Stewart. I am happy that you are looking into the conduct 
or, rather, misconduct of the task force on water resources and power 
of the Hoover Commission. 

I appeared before that task force in Chattanooga, June 1, 1954, 
and while I had been promised 15 minutes, the private power repre- 
sentatives were so allowed to extend beyond their time limit that 
when my turn came, I had only a little over 5 minutes if the remain- 
ing public power representatives were to be heard. Listening to the 
questioning and conduct of the hearing, I could not but agree with 
Major Allen, of Memphis: 

The task force was determined to give the defendant a fair trial and then 
hang him. 

I believe that you gentlemen are finding this to be true. 

While there may be no untruths in the Hoover Commission report, 
there are many misrepresentations, one of which I would like to point 
out here. 

TVA has constructed 20 dams and 8 steam plants. The total esti- 
mated costs for these projects as presented to Congress were $1,541,- 
998,339, or 1.3 percent less than estimated costs. These figures are 
a matter of public record at pages 60-61 of the House Appropria- 
in Committee hearings on the public works appropriations for 

6. 

The Hoover Commission report and that of its task force make no 
reference to this record taken as a whole. Instead they single out 
for comment three specific projects—Kentucky, Fort Loudoun, and 
Fontana Dam. The Commission report states (pp. 20-21) that an 
examination of TVA’s 1936 report on the unified development of the 
Tennessee River system— 
showed that later estimates for Kentucky Dam exceeded the original by 93.6 


percent; for Fort Loudoun Dam by 74.7 percent; and for Fontana Dam, by 
137.7 percent. 
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This statement and its implications are misleading. In its 1936 
report, TVA described a number of proposed projects in the Ten- 
nessee River and its tributaries. TVA had made firm cost estimates 
for some of these projects, but not for others. With respect to the 
Kentucky, Fort Loudoun, and Fontana projects, among others, the 
report expressly stated that the estimates included Checein were 
merely— 
tentative preliminary estimates based upon preliminary studies and not upon 
determinative plans and designs. Complete plans may result in substantial 
changes in estimates of cost (p. 25). 

Firm estimates were submitted for these projects when ee 
tions for them were actually requested. All of them were completed 
during World War II, on emergency schedules and in the face of 
labor and materials shortages, and actual costs did exceed estimates. 
However, based on a comparison with the firm estimates submitted 
to Congress rather than the tentative preliminary ones contained in 
the 1936 report, the extent of the overrun on Kentucky was 3.8 per- 
cent rather than the 93.6 percent stated by the Commission; on Fort 
Loudoun, 22.5 percent enthiot than 74.7 percent; and on Fontana, 43.7 


percent rather than 137.7 percent. 

Further, the inference from the Commission report is that the 
experience with respect to these 3 projects is typical-of the experience 
for TVA projects generally. Obviously, use of 3 wartime projects 
out of a total of 28 projects constructed by TVA throughout its exist- 
ence, without reference to projects where actual costs were less than 
estimates or to figures for all projects taken as a whole, presents a very 


inaccurate picture. 

I would also like to file with my statement, if I may, a copy of the 
TVA/’s 1954 annual report on distributors of TV A power, which is the 
last one available. 

Mr. Jones. Is it the annual report? 

Mr. Stewart. That is the annual report for 1954. 

Mr. Jones. For the distributors? 

Mr. Srewart. For the distributors of TVA power. I have some 
extra copies, if you would like one. 

Mr. Jones. Since it contains tables and charts, the report will be 
received and a reference will be made to the fact that it has been 
received by the committee, but will not be printed at this point in the 
record. 

Thank you, sir. 

Mr. Srewarr. Thank you. 

(The annual report referred to was filed with the committee.) 

Mr. Stewart. Please refer to page 12 if you do not have time to 
read the complete report. I think this will dispel any doubt as to 
the consumers of TVA power paying taxes in their power bill. 

The 148 distributors paid in 1954 a total of $5,679,000 in taxes and 
tax equivalents. In addition to this, TVA paid $3,579,000 in State 
and local tax equivalents, of which $2,357,000 related to the revenues 
received during the preceding year from sales to the municipal and 
cooperative distributors. 

In total, therefore, the 1,333,000 consumers served by the 148 dis- 
tributors paid $7,853,000 in State and local taxes. This amounts to 
6.2 cents out of each dollar of their electric bill. The national average 
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among the Nation’s privately owned utilities in 1953 was 8.6 cents 
out of each dollar of revenue. The average of the 13 privately owned 
utilities that neighbor the TVA area was 8.0 cents, and the range 
among them was from 4.6 cents to 11.4 cents. The taxes or tax equiva- 
lents paid by consumers in the TVA area to State, county, and local 
governments are within the general range of payments by privately 
owned utilities. 

These figures, of course, are a year old, but the new report will be 
out in 8 or 4 weeks and I will be happy to see that the committee 
receives copies of the same. A newspaper release in June gave an es- 
timated figure for 1955 of $6,305,000 for the distributors and $3,878,- 
466 for TVA, making a total of $10,183,466 paid to the States, counties, 
and municipalities as taxes or tax equivalents. 

Also, if I may I would like to file a copy of the TVA financial state- 
ment for fiscal year 1955. I have found these figures very interesting 
and informative, and I am sure you are interested in the same and 
may not as yet have received a copy. 

Mr. Jones. Is that an excerpt from the annual report? 

Mr. Stewart. That is the new TVA financial report. 

Mr. Jones. The reporter will note the reference made by the wit- 
ness to the TVA financial report, which will be submitted as a public 
document to the House and Senate. It will be noted, but not printed 
as a part of the record. The reference will go to the designation of 
the public document when it is distributed. 

(The TVA financial statement for fiscal year 1955 was filed with 
the committee. ) 

Mr. Stewart. Thank you. 

I have a chart, in answer to the question that came up this morning 
in Mr. Radin’s testimony, when Congressman Lipscomb asked about 
the proportion of the power that went to the private utilities and the 
industries in the area. I believe you commented TVA was 41 per- 
cent. The chart here shows that 41 percent of all TVA power went 
to Federal agencies; 18 percent to directly served industries; and 2 
percent to other power distributors; municipalities and cooperatives 
received 39 percent of the power. 

Mr. Liescoms. That isthe chart I was referring to. 

Mr. Srewart. However, it takes both reports to show the total 
taxes paid by the consumers of TVA power. 

For myself and the several thousands that I represent, we ask that 
the Congress throw this report and recommendations of the Hoover 
Commission in the round file, and continue the program and policy 
of water resources and power, development and conservation evolved 
over the past 50 years by Congress. The program that we wish to 
see continued is so ably represented by your chairman that he has 
been called Mr. TVA, and with this I wholeheartedly agree. In his 
hands and yours I am sure that these resources will be developed for 
the benefit of all our people, and not just a few. 

Thank you for your time, consideration, and efforts in our behalf. 
We certainly hope that you can convince Congress that both TVA 
and REA should and will be continued as in the past, and a program 
of development in other areas suited to their conditions will be con- 
stituted or continued. 

Thank you, gentlemen. 

Mr. Jones. Thank you very much. 
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Are there any questions ? 

Mr. Lirscomn. In regard to your last statement, do you not feel 
that we do need a national water resources policy ? 

Mr. Srewarr. I feel that we have a policy, Congressman. It needs 
implementing and maybe enlarging a little bit, but over the past 50 
years practically any act of Congress that has had to do with our 
water resources has pointed out the policy that has grown up, and 
there have been pointed out in the testimony today the main facts on 
that policy. 

Mr. Liescoms. Without leadership from the national level some 
areas are today almost dry. If we do not do something soon, when 
they turn on the faucet there will not be any drinking water, if we 
do not get some kind of a national water resources policy. 

Mr. Srewarrt. I think that is true. There are some areas where 
the people are awakened to the fact that they need to do something 
about their water resources. That is why I pointed out it should be 
started in the area where it has not been, and in the areas it has 
been, have it continued. 

Mr. Larscomn. If we follow the same policy of taking all of the 
water out of the ground, we just will not have any water. For ex- 
ample, on the west coast we are concerned about salt-water intrusion, 
and on the Atlantic coast also. We must somehow look into getting 
a national water resources policy. At least that is my belief. 

Mr. Stewart. I think you are right, and you should implement the 
present policy by developing it to take care of shortages that have 
been developed. We have gone on for years and wasted our water 
resources, but in some of the areas we are taking care of it, and we 
should do that in all areas. 

Mr. Lirscoms. I think that great progress has been made in this 
area under the previous policy, and you are satisfied with it. 

Mr. Jones. Any further questions ? 

Mr. Lirscomr. That is all. 

Mr. Jones. Thank you very much, Mr. Stewart. We appreciate 
your being here with us today. 

Mr. Jesse Williams, of Montgomery, Ala., representing the Ala- 
bama Rural Electric Cooperatives. 

Weare glad to have you, Mr. Williams. 


STATEMENT OF JESSE M. WILLIAMS, JR., REPRESENTING THE 
ALABAMA RURAL ELECTRIC ASSOCIATION OF COOPERATIVES 


Mr. Wuu1ams. Mr. Chairman and members of the committee, my 
name is Jesse M. Williams, Jr., and I am a practicing attorney of 
Montgomery, Ala. I have represented REA cooperatives for the past 
15 years and am sympathetic with the programs and problems of REA 
cooperatives, the TVA, and other public power projects. 

I now represent the Alabama Rural Electric Association of Coopera- 
tives, an association of 16 REA cooperatives who have banded together 
for their mutual protection in order to better promote the REA pro- 
gram; the Central Alabama Electric Cooperative at Prattville, Ala., 
a distributing cooperative, and Alabama Electric Cooperative at 
Andalusia, Ala., a generating and transmission cooperative. 

Mr. Jones. That is the Gant station ? 
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Mr. Wiriu1ams. That is the MacWilliams steam plant. Mr. Mac- 
Williams is with us and we do not call it Gant today. 

I am glad you stated I could comment on the task force rather than 
the Commission, because the only part of the Commission I ever saw is 
the task force, at Chattanooga, and I had prepared my statements 
about that. 

Mr. Jones. You may proceed, 

Mr. Witu1aMs. I attended for a day and a half the hearing held at 
Chattanooga, Tenn., by the task force of the Hoover Commission on 
water resources and power. This task force was chairmanned by 
Admiral Moreell and was composed of presidents of large corpora- 
tions, or the chairmen of boards of large corporations, in practically 
every instance. I was struck by the fact that the Honorable Thomas 
A. Edison, Jr., was a member of this task force, the son of the first 
owner of a private electric utility in the world. I was also forcibly 
moved by the manner in which the hearing was conducted by the 
chairman of the task force and felt that the admiral in charge of the 
task force, in his inimitable manner, had met the enemy and in true 
naval style proceeded to subdue it. Unfortunately, he was using his 
warlike talent against the programs of REA cooperatives, TVA and 
all public power projects. 

I had come to Chattanooga with the idea that the task force desired 
to receive testimony on the needs and the progress heretofore made, 
not only by so-called private enterprise electric utilities, but also from 
REA cooperatives and other public bodies. It was obvious that most 
of the time allotted was turned over to the private electric utilities, 
and when it came time for our testimony, it was necessary to have a 
quick conference to determine out of a great number of statements 
prepared to be made, one man who would speak for all of us. We felt 
that we were crowded off the program. 

I listened to the lengthy reports of the private utilities and to the 
great service that they were rendering the people, read from prepared 
statements to the committee. I was struck with the interest evidenced 
by the chairman to build up a voluminous record in favor of the so- 
called private enterprise utilities and against anyone representing 
public bodies. His leading questions to private utility representatives 
were aimed to produce favorable replies by them when they faltered 
at any point. 

The outstanding example which I heard and which indicated defi- 
nitely to all present his prejudice in favor of private utilities were 
comments he made to a representative of Duke Power Co. At the 
termination of a lengthy report by this representative, the chairman 
asked him who owned the Luke Power Co. The representative didn’t 
catch the cue offered to him and said, “the stockholders.” Another 
cue was offered in a question that elicited the reply that the Duke 
Foundation was one of the principal stockholders. The chairman 
further asked what the Duke Foundation did with profits that were 
made on this stock and the representative caught this cue. He stated 
that Duke Foundation spent the profits from its stock to found hos- 
pitals, grant scholarships, and to do great amounts of charitable work. 
The chairman then stated that he “just wanted the record to show 
that all private utilities were not as they had been called octopi.” 
This elicited great laughter from his favorable audience. 





ORGANIZATION OF EXECUTIVE BRANCH OF GOVERNMENT 1021] 


At no time did he seem to be at a loss for words to assist the private 
utilities, but when any of the representatives of any public bodies 
began to testify, he, as well as other members of the committee, often 
averTuP tee them with questions designed to embarrass them and to 
place their projects in a position subject to ridicule. At this time, 
he was not satisfied with the number of questions that he and the 
committee could think up on their own, but in the background at a 
table was sitting some type of expert—I would call him an expert 
on sarcasm—who constantly passed to the chairman questions to be 
asked, none of which rellated favorably upon the great work which 
has been done by REA cooperatives, TVA and other public power 
projects. 

I may be naive, but my sense of fair play was shocked and if this 
was the manner in which the task force was seeking information upon 
which to base its report to the Congress, I felt sure of the type of 
report which would come out of the committee, and I have not been 
Connon in this prognostication. 

I had an opportunity for comparison due to the fact that I had 
several years ago been present at a hearing of President Truman’s 
Water Resources Committee held in Atlanta, Ga. At this hearing, 
while I was present, the proponents of both types of philosophies were 
given an even break to present facts to this Commission. 

In conclusion, gentlemen, I feel that the reports of the task force 
were based upon self-serving testimony before a highly prejudicial 
committee, who were sneneticnd in favor of private utilities and 
against any public power project. If I were a Member of Congress, 
knowing that their report 1s so based, I would feel it my duty to give 
their conclusions very little, if any, consideration. 

The people whom I represent wish to go on record before this com- 
mittee as strenously objecting to the recommendations of the Hoover 
Commission in proposing an increase of the interest rates to REA 
cooperatives, the abolition of the REA’s, the financing of REA co- 
operatives through those agencies similar to the Foreign Credit 
Administration, and, in addition thereto, the recommendations that 
no steam plants or transmission lines be built by Federal agencies. 
They are vitally interested in and opposed abolishing the preference 
clause of the Flood Control Act of 1944, as is suggested by the Hoover 
Commission report, not in those words, but in that sense. 

I wish to thank the committee for allowing me this time. 

Mr. Jones. Thank you very much, Mr. Williams. Are there any 
questions ? 

(No response.) 

Mr. Jones. Thank you, sir. 

Our next witness is Mr. John Lile, who is representing the State 
Association of Soil Conservation District Supervisors of Alabama, 

We are glad to have you, John. 
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STATEMENT OF JOHN M. LILE, LEIGHTON, ALA., DISTRICT SUPER- 
VISOR, COLBERT COUNTY, ALA., CHAIRMAN, BOARD OF SUPER- 
VISORS, NORTHWEST ALABAMA SOIL CONSERVATION DISTRICT, 
MEMBER, EXECUTIVE COMMITTEE, STATE ASSOCIATION OF SOIL 
CONSERVATION DISTRICT SUPERVISORS; ACCOMPANIED BY J. M. 
CAIN, TUSCALOOSA, ALA., DISTRICT SUPERVISOR FROM TUSCA- 
LOOSA COUNTY, AND VICE PRESIDENT OF ALABAMA ASSOCIA- 
TION OF SOIL CONSERVATION DISTRICT SUPERVISORS; AND 0. L. 
KIVETTE, BRILLIANT, ALA., DISTRICT SUPERVISOR FROM 
MARION COUNTY, ALA., CHAIRMAN, BOARD OF SUPERVISORS, 
TOMBIGBEE-WARRIOR SOIL CONSERVATION DISTRICT 


Mr. Lizz. Mr. Chairman, I have with me two other members of 
our organization. 

Mr. Jones. Would you be kind enough to introduce them ? 

Mr. Lite. Mr. J. M. Cain, of 'Tuse aloosa, Ala., who is the district 
supervisor from Tuscaloosa County and vice president of the Ala- 
bama Association of Soil Conservation District Supervisors. 

Mr. Cain, will you stand ? 

Also Mr. O. L. Kivette, of Brilliant, Ala., district supervisor from 
Marion County and chairman of the board of supervisors, Tombigbee- 
Warrior Soil Conservation District. 

Mr. Kivette, will you stand ¢ 

My name is John M. Lile, and I live in Leighton, Ala. I am district 
supervisor from Colbert County, Ala., chairman of the board of super- 
visors of Northwest Alabama Soil Conservation District; also mem- 
ber of executive committee, State Association of Soil Conservation 
District Supervisors. 

We represent the State association today. 

We wish to express appreciation for the opportunity of appearing 
before this committee. 

The purpose of our being here is to express our opinion on the rec- 
ommendation ef the subcommittee of the Hoover Commission in 
regard to their recommendation of turning over to the United States 
engineers the construction of all dams in connection with small water- 
shed protection and flood prevention act under Public Law 566 of the 
83d Congress, known as the Hope-Aiken Act. 

We are speaking as representatives of the Alabama Association of 
Soil Conservation Districts. We feel that the Hoover subcommittee 
recommendation is unwise in that the Soil Conservation Service in 
assisting soil conservation districts is responsible for assisting with 
land treatment measures. ‘These measures are closely tied in with 
water detention structures or dams. 

These dams are limited in size and the Soil Conservation Service is 
familiar with designing and construction of this type of structure. 
United States Army Engineers are engaged in the ote and build- 
ing of large structures such as hydroelectric and navigation dams on 
larger streams and have little experience in dealing with farm 
problems. 

In small watersheds such as are involved in watershed protection 
and flood prevention work, the building of dams is a small part of the 

watershed and flood prevention program. Any dam built without 
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regard to proper land use and land treatment measures might well 
become useless. 

We feel that a local organization such as the soil conservation dis- 
tricts is better qualified to deal with the farmers in problems of land 
use and watershed protection work on small watersheds. 

Mr. Jones. Thank you very much, Mr. Lile. 

Are there any questions, Mr. Lipscomb? 

Mr. Lipscoms. Just as a matter of interest, Mr. Chairman, I would 
like to ask a question, and I do not know whether Mr. Lile wants to 
answer it or not. I am interested in one of these recommendations 
and I do not know why no one has talked about it. I take it you have 
a farm. 

Mr. Litxe. Yes, sir. I own a farm. 

Mr. Lirscoms. This recommendation No. 4 made by the Hoover 
Commission states that the Congress should amend present acreage 
limitations so as to meet local conditions in the manner prescribed in 
here. That is amending the provision for 160-acre limitations. Do 
you have any feeling on ‘that at all? 

Mr. Late. I am not familiar with that. 

Mr. Liescoms. All right. Thank you. 

Mr. Jones. I might say to Mr. Lipscomb, we do not know anything 
about the 160-acre limitation because it is in the reclamation law, and 
it does not apply to this area. We have no contact with the Bureau 
of Reclamation with respect to its policy or to its laws. 

Thank you again, John. 

Mr. Lixe. If the statement does not make clear what we are trying 
to tell you, I can tell you verbally better, probably. 

Mr. Jones. You have already stated it. 

Mr. Lite. We do not doubt that the Army engineers can build those 
dams and they can build any dam. In fact, I think any engineer 
could build those dams, but we feel that those small water-retaining 
structures are ¢losely tied in with proper land use, and if they are 
not, they will be useless. We feel soil conservation engineers are 
familiar with those land use programs, and we think they should con- 
tinue and have that job of building those dams, rather than the Army 
engineers, who are interested in large dams. I do not think the Army 
engineers would even want this job, to be fair with you. It does not 
make sense to me as a farmer. 

Mr. Jones. Thank you very much, John. 

For the record, I have a telegram directed to me from the Honorable 
Car] Elliott, Member of Congress from Jasper, Ala., regretting that 
he is unable to be with us today. The telegram reads as follows: 

Hon. Rosert E. JONES, Jr. 

DEAR Mr. CHAIRMAN JONES: I regret very much that recent events here have 
made it impossible for me to attend your hearings on either yesterday or tomor- 
row. I want the record of your hearings to show that I am unalterably opposed 
to those Hoover recommendations which seek to subject to a toll or fee the use 
of our navigable streams which belong to all the people. 

I am likewise opposed to those recommendations which seek to stop the 
United States from building steam plants to more adequately serve the TVA 
area. I take the firm position that TVA should have the right to immediately 
begin construction of additional steam plants at Colbert, at Fulton, and wherever 
else they may be needed to provide the people of TVA area with the best possible 
electric service. The yardstick character of TVA should not be destroyed. It 
will be destroyed if the Hoover Recommendation No. 10 should be put into effect. 
The development of our streams is moving snail’s pace. The atomic age demands 
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that their development be greatly speeded up. The spirit of the Hoover report 
is one of slowdown or shutdown. The spirit of America is full steam ahead. 


CaArL Evuiott, M. C. 


In addition, I have a statement from Mr. Jim Battles, secretary- 
treasurer of the Alabama State CIO Council, at Birmingham, Ala., 
to be made a part of the record at this point, without objection. 

(The statement referred to is as follows :) 


STATEMENT OF Jim BATTLES, SEORETARY-TREASURER, ALABAMA STATE CIO 
Councin, BIRMINGHAM, ALA. 


Mr. Chairman, gentlemen, I appreciate the opportunity of appearing before 
this distinguished committee today. I appear not as an expert on public power 
nor as an expert on the operation of the TVA, but I appear as a representative 
of 90,000 CIO members in Alabama who are stanch friends of the TVA. 

The current controversy over TVA is but a part of the overall plot of private 
power corporations—aided and abetted by certain members of the administra- 
tion—to turn over the natural resources of our country to private businesses for 
exploitation. This exploitation will be for the benefit of the few and at the 
expense of the majority. 

The administration and the private power corporations are attempting to 
confuse the entire electric power issue by their cries of “creeping socialism.” 
Socialism is not the issue. Neither is any other ism. The issue before the 
American people in the current flight over the Government’s power policy is clear 
and simple: Are we going to have an adequate and growing supply of electric 
power at the lowest possible cost? Or, is the Federal Government to abdicate 
completely from the field of electrical power, leaving the private power corpora- 
tions to their own monopolistic devices—limited service—higher rates? 

If we are to meet the estimate of the President’s Materials Policy Commission 
of a 260-percent increase in electrical power output between 1950 and 1975, 
it should be obvious that we do not need to cripple or curtail any of our present 
operations, but rather we should encourage their expansion. 

The story of TVA is well known to all of you. It is the story of how waters 
once wasted and destructive have been controlled and now work day and night 
creating electrical power to ease the burdens of human labor. It is the story 
of farmlands which had grown old, barren, and eroded with the years, but which 
are now green, fertile, and productive. It’s the story of forests that were hacked 
and despoiled, but which are now protected and covered with thousands of 
young trees. It’s the story of a people and how they worked to create a new 
valley—a prosperous valley. 

I am happy that organized labor has had a part to play in the development of 
this great Tennessee Valley. Organized labor’s interest and partnership in the 
development of the valley was not confined to their paychecks. They saw in 
the valley and what TVA was doing for it a chance for a better living—higher 
wages, more jobs—and some of the conveniences of life. Many of them know 
from bitter experience of the wasting farmlands, of floods that devastated fac- 
tories, jobs, and homes. They saw in TVA a way to rid the valley of these 
forces that held them back. 

The accomplishments of the TVA are now a part of the record. They need 
not be reiterated here. In fact, the very success of TVA is behind the campaign 
of private power interests to destroy it. 

The TVA did for the valley what private power companies had the oppor- 
tunity to do many years ago. Instead, however, they kept their rates at a 
maximum and their services at a minimum and completely ignored 90 percent 
of their customers in the rural areas. 

Notwithstanding the peacetime pursuits of TVA, the contribution which it 
made to national defense during World War II and the contribution which it is 
expected to make should the cold war become a hot one, makes it mandatory 
that its operations be expanded rather than curtailed. 

Private organizations have no inherent right to the exclusive generation and 
distribution of electrical energy. Private electric utilities are granted certain 
monopolistic privileges by the people in return for certain public services. 
Public-owned electric systems are by no means a new innovation. From the 
very birth date of the electric industry in the 1860’s, publicly owned services 
developed alongside privately owned plants. It is always the people’s choice 
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whether to own and operate an electric service themselves or turn it over to 
private investors. 

The recent floods which devastated thousands of suare miles in New England 
are evidence enough that rather.than curtailing operations like the TVA, the 
Government should be encouraged to undertake similar projects in other areas 
of our country. 

Just as President Hoover’s promise of a “chicken in every pot” in the 1930’s 
did not come to pass, we in the CIO do not feel that the Hoover Commission’s 
recommendations regarding power development will provide the necessary power 
for our expanding economy. 

Mr. Jones. Now, is there anybody else who would like to testify ? 

(No response. ) 

Mr. Jones. That concludes the schedule of witnesses we had for 
today. 

Before we adjourn for the day I want to express for myself and for 
the committee our appreciation and our gratitude for the kindness 
that we have experienced and the part of the TV A officials, the cham- 
bers of commerce, the mayors, and the splendid witnesses who have 
appeared and cooperated so well with the committee in the conduct of 
its official business. 

t want to express to you all our sincere thanks for your cor aoe 

atment that you have extended to us on every occasion here. I al- 
oa like to come home. You have been mighty sweet and mighty 
kind. 

The committee stands adjourned. 

Mr. Lipscoms. Mr. Chairman, 1 want to add to your statement and 
thank you as chairman for the opportunity to come into your district. 
I am gratified to know that your constituents think so much of you, 
because I am sure your colleagues in Congress do, too. 

Mr. Jones. Thank you very much. 

Mr. Larscoms. I have enjoyed the hospitality here. 

Thank you very much, and the committee will stand adjourned un- 
til 9:30 a. m. tomorrow at Memphis, Tenn., in the Federal Building. 

(Whereupon, at 4:30 p. m., the committee adjourned until 9:30 
a. m. the following day, Thursday, November 3, 1955, at Memphis, 
Tenn.) 

The following is a list of persons to whom invitations were sent to testify at 
Muscle Shoals: 


Hon. Lister Hill Hon. George W. Andrews 
Hon. John Sparkman Hon. Kenneth A. Roberts 
Clyde Ellis Hon, Carl Elliott 

Alex Radin Hon. Armistead Selden, Jr. 
Mayor Leonard Beard Hon. George Huddleston, Jr. 
John Carmody Hon. Albert Rains 

Walter Harrison Hon. Joseph C. O’Mahoney 
Quince Eddens Hon. James Folsom 
Thomas Martin Hon. Thomas G. Abernethy 
Hon. George M. Grant Hon. Jamie L. Whitten 
Hon. Frank W. Boykin Hon. Frank BD. Smith 


Letters of invitation were sent to members of congressional delegation, Mr. 
Thomas Martin, chairman of the board, Alabama Power Co., and Governor James 
Folsom. The letters to the congressional delegation read as follows: 

“Dear Srr: As you know, this subcommittee is conducting hearings on the 
Hoover Commission Report on Water Resources and Power. 

“The subcommittee has scheduled a hearing for November 1 and 2 in the TVA 
chemical plant auditorium at Muscle Shoals, Ala., with particular reference to 
the Hoover Commission recommendations with respect to TVA. 
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“This is to invite you to appear at the hearing as a witness on the Hoover 
report. I look forward to your participation. 

“With warm personal regards, I am 

“(Signed) Rosert BD. Jones, M. C.” 

The letter to Mr. Martin reads as follows: 

“DeaR Mr. MARTIN: As you may know, this subcommittee is conducting hea:- 
ings in various parts of the country on the Hoover Commission Report on Water 
Resources and Power. 

“The subcommittee is holding a hearing at Muscle Shoals on November 1 and 2, 
and I extend a cordial invitation for you or your representative to testify at the 
hearing. It will be held in the auditorium of the TVA chemical plant at Wilson 
Dam. 

“Please let me know whether you can accept this invitation and which day 
you would prefer to appear. 

“(Signed) Roserr E. Jones, M. C.” 


The letter to Governor Folsom reads as follows: 

“Sir: As you know, this subcommittee is conducting hearings on the Hoover 
Commission Report on Water Resources and Power. On November 1 and 2, 
the subcommittee will hold a hearing at Muscle Shoals on the Hoover recom- 
mendations with respect to TVA and we are extremely anxious to have you asa 
witness. The hearing will be held in the auditorium of the TVA chemical plant 
at Wilson Dam. 

“Mr. William Wise, staff director, is coming to Alabama early next week and 
will contact you at your office in Montgomery. He will supply you with the 
necessary details. 

“In sincerely hope you can accept this invitation. 

“With warm personal regards, I am 

“(Signed) Roserr EB. Jones, M. C.” 


x 


